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he baby boom gene~tion-the roughly 76 
million people borh between 1946 and 
1964--has been resh~ping American society 
for five decades. From jamming the nation's 
schools in the 1950s and 1960s, to crowding 
labor markets and hbusing markets in the 

1970s and 1980s, to affecting consumptibn patterns almost con
tinuously, boomers have altered econonpc patterns and institu
tions at each stage of their lives. Now ~hat the leading edge of 
the generation has turned 50, the impending collision between 
the boomers and the nation's retirement system is naturally 
catching the eye ofpolicymakers and die boomers themSelves. 

I 

Retirement income security in the United States has tradi
tionally been based on the so-called three-legged stool: Social 

Security, private pensions, and other ipersonal saving. Since 

World War II the system }:las served the1elderly well: the pover

. ty rate among elderly households fell f~om 35 percent in. 1959 

to 11 percent in 1995. 

But the future is uncertain. Partly ibecause of the demo
graphic bulge created by the baby boomers, Social Security 
faces a long-term imbalance. The solution, even if it involves 

I 

privatization, must in some way cut benefits orraise taxes. The 
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private pension system has changed dramatically in ways that 
give workers increased discretion over participation, contribu
tion, and investment decisions and easier access to pension funds 
before retirement-thus raising questions about how well 
future pensions can help fmance retirement. Personal saving, 
also problematic, has remained anemic for over a decade. Net 
personal saving other than pensions has virtually disappeared. 

These developments would be enough to raise concern 
about retirement preparations under the best of circumstances. 
But the prospect of a huge generation edging unprepared 
toward retirement raises worrisome questions about the living 
standards of the baby boomers in retirement, the concomitant 
pressure on government policies, and the stability of the 
nation's retirement system. 

Are the baby boomers making adequate preparations for 
retirement? In part, the answer depends on what is meant by 
"adequate." One definition is to have enough resources to 
maintain preretirement living standards in retirement. A rule 
of thumb often used by financial planners is that retirees 
should be able to meet this goal by replacing 60-80 percent of 
preretirement income. Retired households can maintain their 
preretirement standard ofliving with less income because they 
have more leisure time, fewer household members, and lower 
expenses. Taxes are lower because retirees escape payroll taxes 
and the income tax is progressive. And mortgages have, for the 
most part, been paid off. On the other hand, older househ<;>lds 
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may face higher and more uncertain medical expenses, even 
though they are covered by Medicare. : 

From a public policy perspective,; assuring that retirees 
maintain 100 percent of preretirement iiving standards may be 
overly ambitious. But should policymakers aim to ensure that 
they maintain 90 percent of their living standards? Or that 
they stay out of poverty? Or use ~ome other criterion? 
Retirement planning takes time, and these issues need to be 
addressed sooner rather than later. . 

A second big question is how to measure how well baby 
boomers are preparing for retirement. Studies that focus only 
on personal saving put aside for retirement yield bleak conclu- ' 
sions. One found that in 1991 the median household headed 
by a 65-69 year old had financial asse~ of only $14,000. But 
expanding the measure to ' 

ment is the same for both, and (iv) boomers will be content 
to do as well in retirement as t~day's retirees,. None of these 
is certain. For example, although today's elderly are generally 
thought t~ be doing well, some 18 percent were living below 
125 percent of the poverty line in 1995. And the boomers' 
longer life expectancy means that they will need greater 
wealth for retirement. 

Whether the boomers and the previous generation will have 
similar experiences from middle age to retirement is an open~ 
and still evolving-question. The earlier generation benefited 
from the growth of Social Security and housing values in the 
1970s. But the boomers have gained from the dramatic rise in 
the stock market since the early 1980s, from smaller household 
size, which reduces living' expenses, and from higher employ

, ment rates for women, which 
include Social Security, pen
sions, housing, and 
wealth boosts median 
wealth to about, 
$270,000. 

A third issue-cru
cial but as yet little 
explored-is which 
baby boomers are not 
providing adequately 
for retirement and how 
big the gap is between 
what they have and 
what they should have. 

other 
, will raise their pension 

Some boomers are 
doing e,xtremely well, others quite poorly. Summary averages 
for an entire generation may not be :useful as descriptions of 
the problem or as suggestions for policy. 

The uncertain prospects, for the i?aby boomers in retire
ment are particularly troubling because, as a society, we as yet 
understand litde about the dynamics of retirement. Only one 
or two generations of Americans have had lengthy retire
ments, and the crucial retirement issues-health care, asset 
markets, Social Security, life span-Tkeep changing rapidly, 
making' long-term predictions even harder. 

How Well Are the Boom~rs Doing? 
Interpreting the Evidence 

O
nly a few studies have ~xamined how well the 
boomers are preparing for retirement. The 
Congressional Budget Office' recently compared 

households aged 25-44 in 1989: (roughly the boomer 
cohort) with households the sam~ age in 1962.' Boomer 
households, it turned out, had more, real income and a high- ' 
er ratio of wealth to income than' the earlier generation. 
Though this finding seems promising, in fact the CBO study 
implies that baby boomers are going to do well in retirement 
only if (i) the current generation of elderly is thought to be 
doing well, (ii) the retirement needs of the two generations 
are the same, (iii) the experience fr~m middle age to retire-

I , 

cover
age. In addition, boomers are 

more likely to 
be in white-col
lar work and so 
should expect 

earnings to peak later in life 
and be able to work longer 

if they wish. 
Finally, boomers 

may not be con
tent with the liv
ing standard of 
today's retirees. 
They may aim 

instead for retirement living standards more comparable to 
those of their own working years. For all these reasons, how 
to inter-pret CBO's finding is unclear, even if the finding 
itself is unambiguous. 

The most comprehensive study of these issues was under
taken by Stanford's Douglas Bernheim in conjunction with 

,Merrill Lynch. Bernheim developed an elaborate computer 
model that simulates households' optimal saving and con
sumption choices over time, as a function of family size, earn
ings patterns, age, Social Security, pensions, and other factors. 
He then compared households' actual saving with what the 
simulations indicated they should be saving. His primary 
finding, summarized in a "baby boomer retirement index," is . 
that boomers are saving only about a third of what they need 
to maintain preretirement living standards in retirement. 

The index has attracted much attention but is not well 
understood. It does not measure the adequacy of saving by 
the ratio of total retirement resources (Social Security, pen
sions, and other assets) to total retirement needs (the wealth 
necessary on the eve of retirement to maintain preretirement 
living standards). Instead, it examines the ratio of"other 
assets" to the part of total· needs not covered by Social 
Security and pensions. 

As a result, the index reveals litde about the overall ade
quacy of retirement preparations (see table 1). In case A, a 
hypothetical household needs to accumulate 100 units of 
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wealth. It is on course to generate 61· THE ACINC OF AMERICA pension benefits since it uses benefit 
in Social Security, 30 in pensions, and. 

3 in other assets. Total retirement resources are projected to 

be 94 percent ofwhat is needed to maintain living standards. 

But according to, the boomer index, the household is saving 

only 33 percent of what it needs. , 


Thus, a baby boonier index standing at one-third does tior 
imply that, absent changes in saving behavior, boomers' 
retirement living standards will be one-third their current 
living standard. It could mean that (as ,in case B), or it could 
~nean retirem~nt living standards will be 60 percent of cur
rent living standards (case C), or 94 percent (case A), or even 
over 99 percent (if Social Security and:pensions were 99 and 
other saving were 0.33). i 

A second problem is that changes in the boomer index 
over time, or differences across groups,: do not correspond to 
changes or differences in the adequacy, of overall retirement 
saving. If, as in case D, the household in A rolls over its pension 
into an IRA, the boomer index soars, though total retirement 
resources are unchanged. If, as in cas~ E, household A rolls 
over half of its pension into other assets and sperids the rest on 
a vacation, the household has a higher boomer index, but less 
adequate total 'retirement preparation. , 

Finally, the boomer index can be extremely sensitive to 
estimates of retirement needs. In case F, retirement needs are 
5 percent lower than in A, and the index rises from 33 per
cent to 75 percent. In case G, retirement needs are 7 percent 
lower than in A, and the index rises to: 150 percent. 

Bernheim points out that his modd understates the retire
ment saving problem. The wealth measure, he notes, includes 
assets the household has earmarked fo:r retirement as well as 
half of other (nonhousing) wealth. The model also assumes 
no cuts in future Social Security benefit" nq increases in 
Social Security taxes, and no increase in life span. 

But in other ways the model ove~states the problem. It 
assumes that' any man not covered by a: pension at the time of 
the survey, when respondents are 35-45 years old, will never 
be covered, though pension coverage rates tend to rise a 
good bit 

. 
as a worker ages. The model 

! 
also likely understates 

1'00'.•:,Ii. 61 30.' .- 3:, .. ". 
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data from the 1970s. Because the 
pension system grew rapidly from the 1940s to the 1970s, 
workers retiring in the 1970s likely had fewer years in the 
pension system and hence lower benefits than the boomers 
will upon retiring. 

The model excludes all housing wealth and inheritances
no small matter, since, by Bernheim's calculation, including 
housing would raise the index to 70 percent: and a fair propor
tion of boomers is likely to receive substantial inheritances. 

The model assumes that people will retire at age 65, 
though the normal Social Security retirement age will be 
66 for most boomers, 67 for the youngest. The model also 
excludes all earnings after "retirement," though about 18 
percent of the income of the elderly today is from working. 
And with partial retirement on the increase, retired 
boomers may work even more regardless of the adequacy 
of saving. 

Finally, the model makes no allowance for retirees' lower 
work-related expenses or lower expenses for mortgages or 
other durable goods-such as furniture, appliances, and cars. 
Whether all these biases are larger or smaller than those in 
the opposite direction noted by Bernheim is unclear. 
Measuring and including these items is an important area for 
further research. 

ANew PerspectiveF undamentalquestions about retirement saving remain 
not only unanswered, but unasked.What proportion of 
households is saving adequ'ately for retirement? What 

are the characteristics of those households? How ha-s the pro
portion changed over time? Among those riot saving enough, 
how big is the problem? 

Table 2 begins to answer such questions by presenting my 
own estimates of the proportion of married households, with 
the husband working, who are "on track" toward accumulating 
enough wealth for retirement. The 'measure of "on track" is 
based on calculations in a study by Bernheim and John Karl, 
Scholz, of the University 	of Wisconsin, that determines how 

much a household needs to have 
saved by' a given age, given its earn
ings, prospective Social Security 
benefits, pension status, family size 
and other characteristics. (That study 
uses the Bernheim model described' 
above, so the data suffer from all the 
biases already mentioned. Another 
bias here is that the sample includes 
only married couples where the33 


33 
 husband works full time. Other mar
33 ried couples and singles are likely to 
85 , be faring worse.) 
45 ' When housing equity is not 
75 counted, slightly less than half of all

150.. 
! ~. I, households-and about the same 

share of all boomers-were saving 
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1983 ' .44 
'. ',

' 66 
1986 53. 71 
1.989' 43 63 
1992 47 61 

AU. h(Juseholds· 

. Baby bOomer 
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households ", i 

1989, 67 
:48, 

. j. 
•. 63 
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Source: Author.'s calculations. from t~e Survey 9f.Consumer';Finance,s. 
'. Husband is aged 25--64 and works at least 2Ohour~per weeK.' . 

., H~sb~nd ~as born betwee~,1946 ~.rid 196,4 ~~tqrksat:l,ea~t20 hqu;~aweek, 

adequately in 1992. When half (all) of housing equity is count- . 
ed, the adequacy rate climbs to 61 pe~cent (70 percent). 

Adequacy rates rise with educati9n:and income.Within the 
baby boom generation, adequacy rates generally decline 
somewhat with age. They are higher; for boomers with pen
sions than for those without, either; because pensions raise 
households'ove!aIl wealth or because people more oriented 
toward saving and thinking about retirement are also more 
likely to have jobs with pensions. 

High adequacy rates do not neces~arily require high levels 
ofsaving. For example, suppose annual retirement needs are 75 
percent of final earnings. According to the ·Social Security 
Administration, Social Security benefits replace about 46 per
cent of final earnings for the average ;worker earning $50,000 
at retirement. (Note that in this' example Social Security 
replaces 61 percent-46!75-of totil retirement needs, as in 
case A in table 1. The percentage would be higher for workers 
with lower earnings.) With pensions typically replacing 25-30 
percent of fmal earnings, a household with Social Security and 
a pension would not need much more saving to maintain ade
quate living standards, especially if the household can work for 
a time in retirement or expects to receive bequests. 

As table 3 shows, the wealth sh~rtfall among households 
that are not saving adequately (ignoring all housing equity) is 
relatively small for many. The median inadequate saver has a 
shortfall of$22,000, or about six months ofearnings-a prob
lem that could be solved, either by postponing retirement for 
six months or by 10weriT)g retiremeT)t living standards a little. 
Even among 60-64 year olds, the median inadequate saver 

I , 

could completely resolve his or her saving shortfall by work
ing for two more years past age 65. 

8 

Thus, the glass can be viewed as halffull 
or half empty. When housing equity is 
ignored, the typical household seems to be 
barely saving adequately or just missing. 
When housing is included, over two-thirds 

. of households appear to have more than 
the minimum needed, given their age and 
other factors. Roughly speaking, a third of 
the sample is doing well by any measure, a 
third is doing poorly by any measure, and 
the middle third is (or may be) just hang
ing in there. Both of the following state
ments are equally true. Up to two-thirds of 
the households are now saving at least as 
much as they should be. And two-thirds 
are "at risk" in that any deterioration in 
their situation could make it impossible for 
them to maintain their living standards in 
retirement . 

In short, two key factors matter tremen
dously to any characterization of the prob
lem: the heterogeneity of saving behavior· 
across households and uncertainty concern
ing the right measures of wealth to use, 

76 
78 
72 
70 

73 
71 

Areas of Uncertainty 

T
he boomers' prospects are also complicated by uncer
·tainty in other areas: retirement patterns, life spans, 
home values, asset markets, health care costs, and the 

economy itself. 
Average age at retirement, which fell through the 20th cen

tury for men, may start rising regardless of the adequacy of 

.. " 

, ;'13, 
>26;940 .. 
33;500 
65,100 
51,000 

. 75,470 

22,480 

9:1~ 
·)·0110 

.';Q~37·· 
. '0.73 

0,82 
.1:25 
. 1.47 
2,17 

0.52All households . , 

.. Baby boomer 
h04S.~holds . . 13,480 0.38 

Source: Author'S calculations based on the 1992 Survey of Consumer Finances, 

• The sample is households not saving adequately for retirement when 
equity Is not included, 
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saving. Many of today's jobs do not 
depend on "brawn" and can thus be 
done by older people. The normal 
Social Security retirement age will 
rise to 66 by 2009 and 67 by 2027 
even if no further changes are made 
in Social Security. 

Partial retirement may matter as 
well. Many retirees cut back on 
work gradually rather than abrupt
ly. According to a study:by econo
mist Christopher Ruhm, only 36 
percent of household heads retire 
immediatelY at the end of their 

. career jobs. Nearly half remain in 
the labor force for at least five , 
years. Of workers eligible for ai 
pension, 47 percent continue to 
work after leaving their career job. 
If people continue to work even 
after retirement, they will be better 
able to support living standards in 
retirement. 

A related uncertainty involves 
life span. Expected remaining life 
spans of 65 year-olds have grown 

.. in the past two decades and are 
project~d to grow further. Living 
longer means having to stretch a 
given amount of money over a 
longer period. 

Uncertainty regarding home 
equity is twofold. First, how 
will housing prices evolve? 
Both demographic pressures 
and the reduction in tax 
rates in the 1980s may 
reduce the long-term value 
of housing. And, second, 
regardless of housing values, 
to what extent should hous
ing be counted as part of 
household wealth? In 
recent decades, the elderly 
have been reluctant to cash 
in their housing equity. 
But baby boomers have been wil~ing to extract housing 
equity and were rnajor recipients 0f home equity lending 
booms in the 19805 and 1990s. lIt remains to be seen 
whether the boomers in retirembnt will act more like 
themselves in earlier years or like Icurrent retirees. In any 

. I 

case, a household with low finanCial assets that lives in a 
$300,000 house and refuses to dip into housing equity 
may not be considered a pressing ~ocial concern. 

. Asset markets too are uncertain. Equity values cannot 
continue to grow as rapidly as the~ did in 1996. And even 
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if the boomers accumulate what 
seem to be sufficient retirement 
funds, they will, loosely speaking, 
all want to cash in those funds 
at roughly the same time. That 
could mean massive sell-offs of 
stocks and bonds that could 
depress asset prices. Conceivably 
asset prices could fall sharply, 
but since markets are forward 
looking, asset prices may instead 
be stagnant for a long period. 
Finally, the evolution of health 
care costs and of the economy as a 
whole could have a major impact 
on the adequacy of retirement 
preparations. 

What's in Store? 

The retirement prospects for 
the baby boomers are 
uncertain. One issue is 

what policymakers and boomers 
themselves will accept as a re~son
able goal for retirement living. 
More thought needs to be given 
as to how to assess living standards 
when, as a matter of biology, 
retirees face declining health. 
In addition, they typically have 

more leisure time aQd can liter
ally substitute time for money. 

A second source of uncer
tainty is the boomers 

themselves. Whatever 
imponderables the 
economy as a whole 
may offer, baby 
boomers can improve 
their retirement pros
pects by saving more
that· is, by reducing 
their current living 

standards. 
What can government do? 

First, keep the. fiscal house in 
order by reducing the long-term budget deficit in ways 
that do not reduce private saving. Second, the government 
could provide, or encourage others to provide, financial 
education to workers and households on how much they 
need to save. Third, the government should encourage 
people to use the many saving incentives already in place. 
Fourth, judicious Social Security and pension reform, 
especially pension. reform that raises pension coverage, 
could help resolve these problems and raise private saving 
at the same time. • 
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PREPARING FOR THE BABY BOOMERS 
BY ROBERT D. REISCHAUER 

panels of providers and some 
management of care. Medicare , 
remains largely an unmanaged 
indemnity insurance program 
paying discounted prices to 
virtually any licensed provider 
who chooses to participate. 
The two systems require differ
ent institutional infrastructures 
to support them, and as they 
continue to diverge, unneces
sary complexity and inefficien
cies will develop. 

Medicare's glaring inade
quacies represent a third, and 
probably the, most compelling, 
reason for fundamental reform. 
The standird benefit package 
offered through employer- , 
sponsored insurance, other public ~rograrns, and even many , 
individual policies is far more genero~s than that offee-for-ser
vice Medicare. Medicare does not c}>ver most outpatient pre
scription drugs, has no catastrophic protection, and covers few 
preventive services. As a result, about'70 percent of participants 
supplement Medicare with employer-sponsored retiree wrap
around policies or individual Medigap insurance. To protect 
low-income Medicare participants without' such policies from 
large out-of-pocket costs, the government has created a 
Medicaid safety net. But the safety net is inefficient, inequitable, 
and inadequate. It saddles states with a cost that should be borne 
in Washington and does litde for many whose incomes are 
above its eligibility thresholds but too modest to bear, without 
severe strain, the costs of the serviceslthat Medicare covers only 
partially or not at all. i 

The' problems faced by low- and 'moderate-income partici
pants are likely to get worse unless Medicare is reformed fun
damentally. Employers will continue ,to pare back or drop their 
suppkmentary policies for retired w<?rkers. Medigap premiums 
will grow rapidly as Medicare HMOs draw healthier-than-
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average participants out of the 
Medigap insurance pool. 
Pressure will mount to extend 
the safety net to more low
and moderate-income partici
pants, thus making the system 
of protection for the elderly 
and disabled even more com
plex and inefficient. And until 
Medicare is restructured, its 
inadequate benefit package 
will be hard to improve. 

What Are the· 
Options? 
Academics, policy analysts, and 
policymakers have proposed 
numerous approaches for 
restructuring Medicare that 

they believe can both enhance the protection it provides and 
save public resources. All would impose a tighter budget con
straint on Medicare spending. They differ, however, as to how 
strong that constraint would be and how it would be enforced. 

One approach would privatize M,edicare by requiring 
workers to contribute a fraction of their earnings to special 
tax-advantaged accounts that they would use to buy health 
insurance when they retire. The retiree insurance market would 
be regulated to assure that policies were available, affordable, 
and renewable. Advocates argue that contributions to the spe
cial accounts could be lower than the payroll tax needed to 
support the existing Medicare program--or that the benefits 
could be more generous-because the money in the accounts 
would earn a high return. They also believe that people would 
purchase insurance prudendy, buying neither too much nor 
too little, because, they would be spending their own money. 

A privatized system, however, would pose real risk for those 
with low earnings or long life spans whose accounts could not 
buy adequate insurance. Conceivably, an entire age cohort could 
find' itself at risk if, shordy before it retired, expensive new med
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ical technologies were developed, inQa plans through competitive bidding, an THE ACINC OF AMERICA 
tion jumped unexpectedly, or the value 
of the financial assets held by the ac~ounts dropped sharply. If 
Medicare were privatized, it would c~ase to be a federal budget 
problem, but public spending on health~related safety net pro
grams would probably have to be expanded. 

A second possibility would be t~ convert Medicare into 
catastrophic insurance. The deductible could be set high--say, 
$2,500 a year. The benefit packagy could be expanded to 
include services, such as outpatient drugs, that could count 
toward the deductible. Advocates argue that this approach 
would hold down costs because people would try to econo
mize on medical spending below tl).e deductible. Above that 
amount, where much of health spending takes place, risk 
would be borne by the catastrophic plan, and neither partici
pants nor providers would have any, incentive to economize. 
Many participants would want to buy supplementary policies 
to cover the catastrophic plan's deductible as well as certain 
uncovered services. If supplementary policies were permitted, . 
they would emasculate the demanq-reclucing impact of the 
high deductible just as Medigap-type policies now undermine 
the restraining effect of Medicare cost-sharing. Without sup
plementary insurance, more of the costs ofmedical care would, 
be borne by the sick and less by the healthy. 

A third option is to transform Medicare into a defined
contribution program and give ~ach participant a fixed 
amount with which to buy coverage from an approved plan 
operating in a regulated market. The~e payments, which could 
be given to the participant as a voucher or paid directly to the 
plan he or she chooses, would be ris~-adjusted and might vary 
to reflect geographic ,cost difference~ as well. There would be 
no mandated benefit package, and plans whose costs exceeded 
the federal payment level would be free to charge supplemen
tary premiums. If the plan's costs ~ere less than the federal 
payment, the participant would receive a full or partial rebate. 
An accurate mechanism to risk-adjust Medicare's payments to 
plans, which' does not now exist, would be crucial because 
~thout a common benefit package disproportionate numbers 
of relatively healthy participants may, choose plans with limit
ed benefits and, therefore, low premiums. 

Under a defined-contribution system, the government 
would have an enforceable budget constraint because it would 
set the payment levels. Advocates believe that costs would be 
held down by competition between plans and by participants' 
strong incentive to join plans that provide quality services at 
reasonable prices. If health care: costs grew faster than 
Medicare's payments per beneficiary, participants would ulti
mately be hit by a diminished quality ofcare, reduced services, 
or increased supplementary premiums. 

Premium support, a fourth approach, resembles the 
defined-contribution option except;that all plans would have 
to provide the same core benefit package, which would be 
more comprehensive than that now! provided by Medicare. A 
common benefit package would make it easier for participants 
to compare plans and for the gov~rnment to risk-adjust its 
payments to the plans. Medicare c6uld set payments to the 

option unavailable in the defined-con
tribution system, which has no common product. The pay
ment in each market area could be set at the median bid. As 
long as the premium support amount was at least as large as 
the median bid, low-income participants would have a reason
able choice of plans. At first, only plans willing to accept the 
premium support amount as full payment could participate. 
Over time, this rule could be relaxed and plans with higher 

,bids could be allowed to charge supplemental premiums for 
the basic benefit package, unless the practice badly divided 
participants by income or health status., 

Under both the defined-contribution and premium sup
port systems, a range of plan types-HMOs, preferred 
provider organizations, provider-sponsored organizations, and 
fee-for-service insurance-would be available, and the tradi
tional fee-for-service Medicare option would be phased out. 

Although no one in the Medicare debate has suggested 
such an approach, Medica're could also be nationalized-trans
formed into a National Health Service for the elderly and dis
abled. Medicare could contract with a limited number of pri
vate providers for needed services or employ its own 
providers, as the Veterans Administration does. Such a system 
could offer more complete coverage than Medicare does now. 
The budget constraint could be as strong 'as it is with the 
Veterans Administration system. 

The alternative to fundamental restructuring is incremental 
reform. It would hold down federal costs by raising Part B pre
miums, restraining the growth of payments to providers, and 
increasing costs to participants through higher deductibles and 
increased coinsurance rates. Those latter costs, hOlkever, would 
be picked up by supplemental insurance, whose premiums 
would go up, thus raising costs to participants indirectly. A 
more straightforward and efficient approach would be simply 
to raise Medicare premiums. Incremental proposals would also 
reduce payments to Medicare HMOs-now set at 95 percent 
of the cost of fee-for-service Medicare. Incremental reform 
would leave unchanged the basic 'structure of the exiSting sys
tem-as well as all its problems. Some of the system's perceived 
advantages, such as the freedom to select one's own providers 
and to access any available procedure, may erode as payments to 
hospitals and physicians are continually ratcheted down. 

Choosing among the Options 
Political feasibility pretty clearly rules out the extremes-both 
pure privatization and nationalization. Catastrophic coverage 
would also be a tough sell because the vast majority of elderly 
seem to prefer health insurance that covers the cost ofeven rou
tine, budgetable care. The incremental approach undoubtedly is 
the most politically feasible o·ption now. But as time passes, 
workers ,and their dependents, whose taxes pay for most of 
Medicare's costs, may begin to wonder why Medicare partici
pants continue to have expensive unrestrained access to providers 
and services when their own employer-sponsored coverage 
restricts their choice of providers and their access to certain 
expensive procedures. If a premium support system made 
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Medicare more like employer-sponsored Even political conditions are relaTHE ACINC OF AMERICA 
insurance with respect to both limits and 
benefit adequacy, political support f~r it might grow. 

Ofall the alternatives, the premium support approach proba
bly holds the most promise for restra,ining costs because it would· 
both encourage competition amoqg plans and use the most 
decentralized mechanism-competi6ve bidding by plans-to set 

I 

the government's contributions to the plans. Both the premium 
support and defined-contr!bution ~pproaches would be better 
than the incremental approach at weeding out unscrupulous 
providers and providing care most efficiently because, in both, the 
tough decisions would be made b~ health plans responding to 
market forces rather thangovernmeq.t administrators whose flex
ibility would be curbed by polit- I 

ical considerations. 
A system of premi

um supports also holds 
the most promise for 
improving Medicare's 
benefit package. The 
package established 
through the political 
process would no 
doubt be similar to those of employer-sponsored plans. 
Because the defined-contribution :approach has no set benefit 
package, its average benefit package could gradually deterio
rate as plans competed with one abother for participants. Cost 
considerations would continue to make benefit expansion 
problematic under the incrementaf approach. 

When Should Structural Reform Begin?
1_· • 

The sooner the nation l?egins restructuring Medicare, the more 
options policymakers will have and the less wrenching the 

I· 
changes will be. Conditions for resfI'ucturing are favorable on a 
number offronts. 

The economy is strong and. can accommodate relatively 
painlessly the unavoidable dislocations arising from a major 

I 
. program restructuring. Demographic conditions are also 
favorable. The next decade will ~ee a lull before the demo
graphic storm breaks as the first of the baby boom generation 
turns 65 in 2011. The population hged 65 and over is project
ed to grow only 0.9 percent a year during the next decade
less than it did during the previou~ decade and much less than 
it will in the decade after 2007. Tijis will give any new institu
tional structures created as part 4f Medicare reform time to 
become established before the bo?mers begin to turn 65. 

Health market conditions too :are conducive for Medicare 
restructuring. Providers, particula~ly hospitals and physicians, 
are in excess supply. As employe~-sponsored plans have con
strained their payments to providers, Medicare payments have 
become relatively generous. Medicare hospital margins-esti
mated at 12.7 percent for 1997-+-are higher than they have 
been in over a decade. Introdudng structural reforms while 

I 

market conditions are good will: be unlikely, even with the 
inevitable slips and stumbles, to restrict access or compromise 
the quality of care received by Medicare participants. 
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tively favorable. The president is a lam 
duck. While he may be concerned about what Medicar 
reform may do to the fortunes ofhis party, he does not have t, 
worry about his own reelection. In 2001, a new president wi 
be facing reelection in 2004, when about 45 percent of th 
voters will be 50 and older. With Congress controlled by th 
Republicans and the White House in Democratic hands, an 
reform legislation enacted now will bear the fingerprints c 
both political parties. That won't make reaching an agreemer 
any easier, but it does reduce the chances of demagoguery 0 

the issue in the next election or of policy reversal if one part 
should control both Congress and the White House. 

If restructuring were to start i 
1997, how fast should it proceed 

Prudence is a virtue in deaJ 
ing with a program as viti 

to millions ofvulnel 
able people 

Medicare, but th 
pace preferred b 
the Clinton ad 
ministration risl 

paralysis. The Health Care Financing Administration (HCFI 
wants to demonstrate, test, and evaluate reform alternatives. Bl 
the answers to many of the important questions that HCFA 
examining will never be clear from experiments and demonstr; 
tions that are not systemwide. Opponents ofchange will use tt, 
ambiguity of the results to forestall reforms. Current Medical 
providers and participants will have reason to dig in their hee 
because one of the chief forces driving restructurmg is the nee 
to reduce the spending from which both benefit. 

When the Republican majority in the 104th Congre 
passed the Balanced Budget Act of 1995, it showed a willin! 
ness to move rapidly on fundamental Medicare restruCturin; 
It erred, however, in rigidly specifying the details of the futu: 
program and implementing them over a short seven-year per 
od. No. one yet knows just how far restructuring might go ; 
the employer-sponsored health insurap,ce market. It is precip 
tous to lock in place now a new structure for Medicare for tI 
next century. Restructuring must be an evolutionary, not 
revolutionary process. 

But if the nation wants to restructure Medicare in ways th 
can benefit both participants and taxpayers, the process mt: 
begin soon and must proceed at a deliberate pace. Medica 
restructuring will be complicated, divisive, and time consun 
ing. New institutional infrastructures will have to be built, tes 
ed,. and revised. Plans, providers, and participants will have 
get used to the new structures and incentives. As the proc( 
unfolds, some mid-course corrections and adjustments will I 

doubt be. necessary. But such uncertainties should not be us' 
as an excuse for inaction. If meaningful Medicare reforms a 
not started before this century comes to a close, the window 
opportunity may slam shut and the nation may be faced wi 
few alternatives other than to raise taxes to support increasin 
ly inadequate Medicare benefits. 
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THE NEXT SEVERAL 
the populations of the 

industrial countries will 
considerably grayer. By 

2030 the ratio of people pa'st age 
64 to those ages 15-64 will be just 

over 30 percent in the United States, 

anq Japan~ The increased cost of retirement benefits 
will put enormous pressure on public sector budgets 

. at 4- time when the workforce is scarcely growing or 
even shrinking. But though all the big' industrial 
cOlJntries share the prospect of an ,'aging population, 
no Itwo face exactly the same future.Variations in the 
siz~ and timing of the demographic changes, as well 
as important differences in public programs for' the 
eld~rly, mean that, population aging. has different 
implications in each counfry. 
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IN RIGH COUNTRIES 

I 

Oem 0 9 rap h y •.Over the next: several decades, the aged 
dependency rate--the ratio of people over age 64 to those of 
working age--will rise most steeply in Germany and Japan. 
Not only will the aged population ihcrease, but the working
age population will fall (see figure). Indeed, the economic 
issues of population aging will be compounded by the possi
bility of actual population decline. Fertility ra~es in both 
Germany and Japan are far below the "replacement rate" 
needed to maintain a constant popul;ttion, now about 2.1 chil
dren per woman. Official projectioris assume the fertility rate 
will gradually return to the replacement ( rate in Japan, but 
remain close to the current level (1.4) in Germany. German 
forecasts also assume substantial (but declining) immigration, 
an annual net flow of about 2 immigrants per 1,000 residents, 
compared with 5.6 earlierthis decade. Immigration is assumed 
to be negligible for Japan. I 

France and the United Kingdom·Eace less dramatic popula
tion change. Although fertility rates 'in both have declined (to 
1.8), over the next quarter century the total populations of 
France and Britain are expected ~o grow, 

example, life expectancy is predicted to improve over the next 30 
years at one-sixth the rate of the past 30. In the United States, it is 
predicted to rise at half the rate of the recent past. Germany pro
jects no gains in life expectancy. Many demographers believe 
these projections understate likely improvements in longevity, 
implying an even greater rise in :the aged dependency rate. 

Pen s i 0 nB u r den s. France, Germany, Japan, the 
United Kingdom, and the United States have all tried to 
improve the lot of their aged citizens over the past half centu
ry. By liberalizing public pensions and health insurance, all 
have sought to provide the elderly a living standard compara
ble to that enjoyed by the working-age population. By the 
mid:-1980s, they had largely achieved their goal. Poverty had 
fallen sharply among the elderly, and living standards of typical 
aged and non~aged households had substantially cQnverged. 

The five countries differ widely in their spending on pub
lic pensions, however: Pension costs as a share of GDP are 
much higher in France and Germany than in Japan, Britain, or 

the United States (line 1, table 1). Not only 
while the working-age populations remain Barry Bosworth and Gary Burtless do France and Germany provide more gen
roughly unchanged. Dependency rates will are seniorfellows in the Brookings erous pension benefits (line 2), they also use 
rise because of the growing number of the Economic Studies program. public pensions to finance early retirement 
elderly. 

Though the aged pop
ulation is projected to 
grow fastest in the United 
States, the U.S. aged 
dependency rate will 
grow the least. The U.S. 
fertility rate is now above 
2.0, and immigration 
remains strong (4.4 per 
thousand residents), so the 
working-age population 
will continue to grow, 
although much more 
slowly than in the past. 

Official forecasts in all 
five countries suggest life 
expectancy improvements 
will slow. In Japan, for 

I for the long-term 
unemployed, a practice 
that has depressed 
employment rates 
among people in their 

. late 50s and early 60s. 
Public pension costs 

are less burdensome in 
Japan, Britain, and the 
United States, in part 
hecause pensions are less 
generous, but also (in 
the case ofJapan arid the 
United States) because 
the populations are 
younger. The United 
States spends the small
est portion of GDP on 
public pensions. Its aged 
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dependency ratio is the lowest, and its reformed system, these workers woul, THE ACINC OF AMERICA
public pensions are, along with t~ose almost certainly press their politica 
in Britain, the least generous. ' 

Each country's public ,p'ension i system is distinctive (see 
box, pages 14-15). In France, Germany, and Japan, popula
tion aging and the generosity of the pension formula mean 
that public pension costs must ris'e rapidly. Reforms in the 
u.s. system in 1977 and 1983 will hold down spending 
increases. The normal retirement age, for example, will rise 
gradually starting early in the ne~t century, reaching 66 for 
people born in 1943 and 67 for people born in 1960. That 
reform essentially reduces future pensions 12-14 percent. 
On the other hand, steep increas~s in the cost of Medicare 
will send u.s. spending on the ~lderly soaring in spite of 
only moderate growth in public pension costs. Britain took 
major steps during the 1980s to scale back public pension 
spending. The Conservative govcrrn
ment cut future public pension 
commitments and offered finan~ 
cial incentives for workers to op~ 
out of part of the public system. : 

The projected costs ofpublic penl 

sion programs vary widely (line 3). 

France, Germany, and Japan are 

expected to encounter severe financ:" 

ing problems within the next 'few 

decades. In all three countries, estimat

ed unfunded liabilities of the public 

systems exceed current GOP (line 4); 

The unfunded liability of the U.S~ 

system is one quarter ofGDP. Britain's net liability is near zero. 


Reform.To restore long-term s~lvency to public pensions, 

policymakers confront a choice among four reform alterna

tives. Three--cutting benefits, increasing contribution rates, or 


, raising the age of retirement--can be implemented within the 

present pay-as~you-go frameworK. The fourth moves away 

from pay-as"'"you-go, toward advance funding of retirem<;nt 

obligations---either Within the public system or in privately 

owned and managed pension fun~. 

Benifit cuts. Public systems are: now the main source of 
income for most retirees, providing over 40 percent of total 
retirement income in the United States and up to 70 percent 
in Germany. Because many old ;people have fairly modest 
incomes (often just above the p~verty line); most countries 
cannot reduce minimum pensions without increasing poverty. 
Many proposals for scaling back b'enefits therefore emphasize 
means-testing or modifying the inflation index. 

Moving from an earnings-rel~ted to a flat-rate benefit 
could reduce public pension costs,' but it introduces important 
incentive problems. Severing the link betWeen a worker's 
earnings (and tax contributions) : and his or her retirement 
pension discourages work and entourages tax evasion. It will 
be opposed by high-wage workers, who would pay a tax pro
portional to their earnings but receive only a minimum, flat
rate pension. To keep the confribution rate down in a 

representatives to keep the basic pension low, putting man~ 
old people at greater risk of becoming poor. 

Mea~s-testing public pensions on the basis of retirees' cur 
rent income can also lower costs. But it would discourage pri 
vate pensions and saving, which might, perversely, make mid 
dle-income workers more reliant on public pensions. 

Benefits can also be trimmed by reducing the inflatiO! 
adjustment. To justify that step, some observers argue that non 
medical consumption needs decline with age. In the Unite< 
States some also claim that the consumer price index overstate 
increases in the cost of living. But reducing the annual inflatiol 
adjustment would progressively reduce the real benefits ofagin, 
retirees as they grow older. Because most other retiremen 
income is not indexed, this would exacerbate a pattern in whicl 

retirees' realincome declines with age
and poverty rates rise. 

Higher contributions. Raising contri 
bution rates is a second option. But ta: 
rates are already so high in many coun 
tries that raising them further would b· 

very unpopular and, possibly, counterpro 
ductive. Often, though, the high tax rate 

apply to a tax base that is far less than 100 percent c 
total labor compensation. Wages are taxe< 
only up to a certain limit. Fringe benefits ar· 
usually not taxed. (In fact, the gradual shif 
from taxable wages to untaxed benefit 
accounts for more than a third of the long 

term U.S. retirement fund deficit.) Broadening. the tax bas, 
could obviously close some of that gap. But some of the extr 
revenue would be offset by higher pension payments to work 
ers, credited with higher average wages. And many fring. 
benefits, such as health insurance, are hard to value, making i 
hard to calculate a worker's pension contributions. 

Raising immigration or the birth rate could also add con 
tributors and revenue to the public system. But immigration i 
unpopular in Europe, in part because ofhigh joblessness, and i 
has become much less popular in the United States in the pa~ 
decade. Large-scale immigration has never been permitted i! 
Japan. Germany now offers major incentives for childbearinf 
but it is hard to see any effect on the birth rate. Arid childbear 
ing incentives may encourage women to stop working, par 
tially offsetting the benefits ofa higher birth rate. 

Delaying retirement. Increasing the retirement age is anothe 
way to reduce pension costs. Although expected longevity ~ 
age 60 has increased about one-fifth since 1960, the earlie~ 
age for claiming pensions has been left unchanged or eve, 
reduced in the five big industrialized countries. German~ 
Japan, and the United States plan to raise the age of entitle 
ment for a full pension, but much less than the longevit 
increase over the past few decades. Because workers in mo: 
countrJes prefer to retire before the "normal" retirement ag' 
raising the age of entitlement for full benefits without raisin 
the early retirement age amounts to ~educing benefits. 
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' h' iIncreasmg t e retirement age cain system. The rate of return has, fallenTHE ACINC OF AMERICA
certainly cut costs. The United Stat6s below 2 percent a year in most countries 
could erase its 75-year Social Secur~ty deficit by raising the 
retirement age to 67 today, increasing it gradually to 70 in 
2030, arid raising the early retirement age from 62 to 67. 
Delaying retirement is widely unpopular, however, especially 
among workers with physically demandingjobs.The evidence 
of the past few decades suggests, in i fact, that most workers 

I 

have accumulated huge pension 
Advance Funding. Proposals to :address 

ations and 

liabilities to retirees and older 
the fmancing problem through benefit cuts workers. Democracies are 
and tax increases, are inherently divi~ive, unlikely to default on these 
because they force generations ard obligations. Over the next several 
income classes to vie over who will decades, current and future workers 
have to make the larger sacrifice. I will pay for the promised pensions, 

strongly prefer earlier retirement optipns. 

It is possible to mitigate these divi' regardless of whether governments 
sions by increasing the nation~l adopt new advance-funded systems. The 
income that will finance the consumB double burden of paying off those oblig
tion needs offuture workers and retirees saving in advance for their 

I 

alike. To achieve this, the current gen~ own retirement makes it costly for younger 
eration can increase its saving to! workers to move cleanly from pay-as-you-go 
fmance more of its own retirement.i fmancing to advance funding. 

and' may soon become negative. Private investment alternatives 
offer workers and pension fund m.:inagers real returns exceeding 
3 percent a year. In view of the difference in expected rates of 
return, many of today's workers and young voters would choose 
prefunded retirement accounts over pay-as-you-go. 

Unfortunately, the pay-as-you-go system has inescapable 
consequences. Governments 

Larger accumulations in retirement 
systems, whether public or private, dver the coming decades 
would raise the nation's capital stock and raise national output. ' 
In the next century, the nation would be spending more on 
pension programs, but paying for it out of a larger economic 
pie, leaving a bigger slice of the pie for future workers. 

The current pay-as-you-go system: of financing public pen
sions does not increase 
national saving. In all the 
national systems under 
discussion here, payroll 
taxes from today's workers 
go almost entirely, to pay 
for' pensions for today's 
retirees. During the 19505 ' 
and 19605, pay-as-you-go 
looked like a good idea. 
The labor force was 
growing briskly, and real 
wages were climbing 2-5 
percent a year. The return 
on contributions once the 
system was mature was 
expected to be 4-7 per
cent a year, far more than 
ordinary workers could 
earn on their own savings. 

Declining labor force 

growth and the dramatic 

slowdown in labor pro

ductivity growth have 

eliminated those advan

tages of a pay-as-you-go 


SUMMER 1997 ,13 

Nonetheless, today's workers could increase the 
portion of retirement income they expect to derive from cap
ital income and reduce the portion coming from payroll con
tributions of future workers. Governments could move 
toward partial funding of future retirement obligations either 
by modifying current public systems or by converting them 
fully or partially to private systems. In either case the central 



question is whether the increment to . THE ACI HC OF AMERICA first-tier public program could pro-· 
funding would really add to national vide a flat benefit or one related to the 
saving and capital formation and boost future national income 
or whether it would be offset by reduced public or private 
saving elsewhere. 

Advanced funding is simplest to implement within existing 
public programs because it would leave: accrued benefit claims 
intact. Increased contribution rates ot reduced benefits (or 
both) would c~eate a reserve, which should be strictly separated 
from other government accounts, The 'reserve would then be 
invested in either public or private secudties. From the point of 
view ofeconomywide gains, it matters little which. If the pub
lic pension fund purchased government: debt, more private sav
ing would go to fmance private investq1ent. If the public fund 
invested in private debt or equities; ~rivate savers would be 
forced to purchase more government debt. 

Public management of a huge retirement fund, however, 
raises thorny political issues. Politics might skew investment 
decisions, Even worse, public officials tpight use reserve accu
mulations to offset deficits in other government accounts. 

Private retirement accounts can red~ce these political risks. 
In addition, they offer workers flexib~lity in managing their 
own retirement savings. Partial privatization, as in the two-tier 
system adopted by Chile in the early ~1980s, is a possibility. A 

I. 

number of years of participation; the second-tier program 
could· support a private defined-contribution pension pro
gram, with individual accounts invested in a range of capital 
market assets by the individual contributors. 

But privatization'too carries risks. Explicitly separating out 
the redistributional Component could create strong pressure to 
reduce or eliminate it. A two-tier partially privatized system 
may' not provide adequate income security for retirees with 
low lifetime earnings. Workers may make bad investment 
decisions, Converting individual accounts into annuities when 
workers retire or become disabled presents a huge challenge. 
Solving this and other problems entails high administrative 
costs that may eat into the returns of small accounts. 

Individual retirement accounts have obvious appeal to 
high-wage workers, especially those with investment exper
tise. Setting up millions of IRAs---effectively, defined-contri
bution pension plans---eliminates concerns about the public 
costs ofretirement programs, Benefits are determined by con
tributions and market interest rates, not by government con
tributions. But if millions of workers suffer' losses on their 
investments, democratically elected governments may face 
enormous pressure to compensate them. 
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The Key: Economic Gr!owth. incomes. This shortfall may be more than 
Public programs for the elderly alrea4y con a problem for the unfortunate workers. If 
sume a large and growing portion of Ipublic voters demand good incomes for workers 
expenditures. For France, Germany, Japan, . in retirement, it might also c~eate huge prob
and the United States. the percentdge of lems for the public budget. 

I 

public budgets targeted on the elderly will I The United Kingdom, like other countries, 
rise sharply in the coming decades. unless must support its retired population out of the 
current laws are changed. national income available to it. Whether retired 

Britain is the exception to this general workers get most of their income through public 
pattern. Recent policies have curbe!d the pensions, as in Germany, or private' pensions, as in the 
future growth of public spending on first-tier 
public pensions and encouraged wOfkers to opt out of the 
second-tier public fund. As a result,1I future . u.K. retirement 
incomes will depend increasingly on returns earned in pri

I 
vatelymanaged and invested pension runds. 

I . 
If all goes as planned, Britain will accumulate substantial 

reserves in its (increasingly private) I pension system. If the 
budget deficit is kept low, those gro&ing accumulations can 

I 

help boost national saving, which in ~urn can. spur economic. 
growth. But there is a risk. Workers iwho invest their retire
ment funds badly may have to retire 6n pensions substantially 
lower than their preretirement incomes. A lengthy period of 
low or negative private market' retutns may leave an entire 
cohort of workers facing' the prospect of low retirement' 

u.K., their consumption will be derived from the output of 
future workers and the future capital stock. If future produc
tivity grows rapidly, the elderly can be generously supported 
while workers enjoy steady increa!les in their after-:-tax 
. incomes. If productivity grows slowly, future workers will 
have to accept lower after-tax incomes or retirees smaller pen
sions unless workers can be persuaded to delay their retire
ment. The implications of slow growth will be the same 
whether pension incomes come from public or private 
sources. One way to increase economic growth is' to accumu
late larger pension fund reserves to boost national saving. 
Whether the reserves are accumulated in a public or private 
fund. they can contribute to future national income only if 
they yield an increase in overall saving. • 
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COMPARISON OF MEDICARE BABY BOOMER COMMISSION BILLS .. -~ 

_Outside Experts"Start End Dat"e Specific Considerations ScoredBILL Number of Distribution Selection of 
Date ByMembers ofMembers Leadership 

Advisory Panel of health- amount & sources of fundsChair & vice-chair of May 1,1999 
care"experts, consumers, - other nations' programs 6 Senate (not more than 4 diff~ent parties and 

Ways & Mea s Provision (0 set up a providers.Feb. - age eligibility changes from one party) appointed by different 
- trep.ds in employee-related " CBO6 House (not more than 4 methods are selected by 1998 perrnanentIndepen15 

health care (MSAs, etc.) Studies by GAOand otheJfrom cine party) " the commission at the dent Commission on 
___ A __ • ______ ._ ~ag~cies.Il~!l~essary:___ .J\"J~j<;aI.C<-_~~__~__.3 ex omc:iQ.mem~r.L~ _ "fitstrn~~tmg, ~_. :. "__ ..- .. - -------- -----.-~-- -- ---,--------

(cabinet level officials) 

Same as above phis 
Commerce CBO Same" "Same as above Same as above Same May 1,199915 

". - needs of the chronically ill 

-" 

, 
.. Comptroller General 

.
The Speaker of the House, -

Roth! Studies by otherOne year after in consultation with the 
Moynihan None given_ executive and legislative _ Saine as above None given. 15 Senate Majority Leader, Same passage of act. 

, 
agencieschooses the chair. 

. ".' 

Library ofCongress 
. 

information 

* 	 The English Amendment directs the Commission to study the feasibility and desirability of establishing an Independent Commission on Medicare that would make annual recommen
dations on.how to best match the structure of the Medicare program to available funding for the program (including a default mechanism enforcing spending targets ifCongress fails to 
approve such targets).-The Commission will report back with its recommendations for this permanent Independent Commission one year after passage of the, Act. " 
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(L-\.) The amount 8 nd SOIll'(-('S of Fede-riM funds· to

I - .... _,____________ ' 

. t;Ul'cllll:€' the'rut:',dh.-nn· pr(.gri.lnl. iUl.'luding thE> p<Jt€:'lltial , I " . 
. . t liSP (,t~ ilUlf.\-Mi'·e fin811(·ill~ nlf'th(I('js. 

i ~ . 

_,( B) JI€'th(l(l::; used b~' other nations to I1:'s>pc1ud t(l 
1 ,- --- • 

comparable,., demograph.i~ patterns ill" eligibility for 
r " 

healtli ('are benefits for elderh' and digabh:'d illdhiduals. 
I . •• 
j' 

(C') ~4Q{li~ing age-baSt"<l eligibility_ to" cOn"E'spond 

8 to, <:h~lges' in ~a-e.ba~ed eligibility under the 0.\8D1 
9 progranl. 

10 (P) Trends in emplo~'I11ent-relatecl he,ruth care for 

II :retireJs, ineluding th(> use of medical sayings accounts 
! ......" , , 

12 and sihillar financing .de\;('(>s. 

I} (c) ME)'IDER$UIP.
, I , 

14(1) APPOI~:nmXT.";""'TheCoOlm.ission shall be oom-': ' 
15 posed of 1~5 T'oting members as follows: 

16 (..~) ,Th(a M~ority Leader of the SenateshaJIap.,. 

17 . point, Iafter Consultation with the minority leader of the 
I . 

18 
, 

Senate, 6 members, of whom not more than 4 may be 
' I ' , 

19 ' of the jsame Political ~arty. 

20 (~) The-Speaker of the Rouse of Representatives, 
I 

21 shall appoint! after consultat.ion mth the minority lead· 

22 er 
I,' , . 

of the House of Reptesentath"es, 
' 

6' ID(>rubers, of 

,~3 whom Inot more than 4 may be of the same political 
I 

24 party. : 

2." . (t)The3 e~ officio member,:)
1 

of the Board or' 
I 

'26 Trus~s of the Federal Hospit.al Insurance Trost 
27 Fund ~d of the Federal Supplementary :Medical Insu.r. 
28 ance Tru.<;t Fund who are Cabinet 'level officials_ 

I 

29 (2) CHAIRMA.,\' A.."'"D VICE' C'HAIR.\L\.'>.-As the first 
I ' 

30 item of business at the Commission's first meeting (de-' 

31 scribed in lp~oraph (5)(B», the Commission shall elee~ a . 

Chairman [and \){'.E' Chamllan from anlong its mem~rs" 
j 

33 The indkiduals elected as Chairman and Vic(> Chainn8.n 

34 mJiy not Je of th~ same ~litica1 party and ma; ilOt haye 
. I, " 

~n appointed to the Conullission b~' thE' samE' appointing, 
I ' ' 

authority. i 

'I 
June 8. 1997 
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I ~6~I 
! 

(3) YAL\~l'lE~,-''Any '(\('IUH'~' III the membership of , ' 
. 	 . '. ., 	 the ('(lnu~tis.<;illn ~h ..tll ht- ruled, ill tht:- IlHlIlll~l' in whieh tht' 

origil11li ;~rrl<"lintnv>l1t \\'iI~ nJ<l(le MHI. sh~1I ;l1 C1 r ~fff'(~t rhf' 

powpr ;"f 1 th(' remaining me~lh~l~ ri:o E>xP(.·ute the duties (If 
, I 	 • 

the Conut'lissioll. ' 

6 	 ( -:1:) QroRl")1.-.-\ qU(lnul1 shall, ('onsts! of 8 memb€'rS 
, I' " " . 

1. 	 of the C(lm.nti~~ion: exC'ept that 4 memben; nla~- ('onnuc-t a ' 
I , 

8 	 hearing upder subsfflioll (0. 

" 


I 

,9 (5) )IEETI~GS.-

10 	 (!..~) The Commission shall meet at theeall of it')
i " :' 


II Chairillan or a DlSjOrity of its members.

I ' , 

12 , '. (B) The Commission' shall hold its first meeting 
! 


13 , not la'ter than F('bn.1aI"\· 1. 1998. 

• I 	 .' , 

14 .(6) pO}fPE~SATIO~ AXD REI)ffil"RSE:ill:XT OF E..~-' 

15 ,PE~SES,-.: Meolbers' of the Commission are not entitled to 

16 recei"t'"e ('.()6pensation for se~ice on the Commission. Mem-
I 

, ,17, bers may: be reimb~ for tr-a.'·el, subsistenee, and other 

18 nece!.isary! expense~ incurred ,in carrying, out the duties of 

19 the COOlDl1ssion. 
I 


20 (d) AD\1SORY P.A..'\"EL.

21", (1) rk
r"

G£)'''ERAL.-The Cp,airman, in consultation
' 

'With 


theYice ~hai.rnuUl, may e~tabIL')ha prul~l (in this section 


23 , refel'1"'E.'d tP the "Ad~sory Panel") cOn.<;istlng of health
a.') 

, 24 care expe±-ts, consumers, prO\iders, and others to adnse 

25 and a~sistl the m~tnbers of the" Commi.ssion in' ca.n:;ng out 
I' . • •. 

the dutieslde5('ribeo.in,sub~tion (b). The' panel shall haw 

only those~ po~rs that the Chairman. in consultation with 
, 	 ' 

28 the 'I.c:e~h~,' detennines are neeessary and appro


29 
 pria.te'to 'd,<;.')i.st'the CommisSion in ('arr:1.ng out such duties.' 
I 	 • 

(2) qOMPE:'\"'SATIOs.-Members.of the Adnsory Panel30 

31 	 . are not etititled to receh-e compensation' for seI'\'ic-e on the 

_~hi'ipry ~ane1. .Subje<'t Y' tht;' appro"al of the chairm~ of 


33 
 the Comniission, members may be reimbursed for' tra:t'el, 


~ subsisten~. and other' necessary e:-..-penses mcUrred in e:ar

lying ~ut thE.> duties of the .-\.chisot:'· Panel. 


I 

(e) ST_-\F~ ~'"D CO);"~l"LT.'\~T~.-·' , 

I 
·1 

I 

I 


June B, 1997 ' 
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, , (1) S:TAFF.-Tht> Commission ma;: appoint and dt"t~r-
I 

, - nillu.~· the ('lImpt'Jls<1ti(lu ot' sudl Mat'1' as m,\:,' bt' Ht't't'ssary'"' I ", ' 
,., N. (:arry cfur tllP d\ltip~ nf tIl(' ('l'lmmi::.:sjtll1. ~Il<>h <lppoint-

I 

nlE~llts ane) ('~mpensation may he made \\;rhoutregard to 

the pro\-i~"IlS of title 5~ Cuit€'Cl Stat-E's Cod~, tha.t goYenl' 

,f, appoi,ntnH:·:ntl' in tht>('ompetitiw st:'f'iees. and the prO\;Si(lllS 

7 of <.>hapt.erI51 and subehapter rn of (·hel pter 53 of suC'h title ' 
" ' :" ,,' 

8 thai relate to classifications and the General Se,hedule pay
'! " ,', 

9 rates. , i 
I 

10 " (2) ~o~sn#T.~",s.-Th(' Commission ma~' pro<mI't!' 
I 

Ii , such ,temPora.r:y and illternutt.em. s('r.;ces of consultant.s 
• "I " , 

12 "WIder se(·t~oil 3109(b) of title 5, United States Cooe, as the , 


I~ C<>nUll.iSsi911 dt't(>nnil1€'s to be necessa.ry to eanyout the. 


14 duties of the Commission. 


15 (f) PO\\"Elts.-'. 

, 'f 

16 (1) HEAm~GS .\.'\1) OTHER ACTI\lTIES.-For the'pur

17 pose of ~i.ng' out its duties, the ComnusSion may hold. 
I , 

18 such heari;ngs and undertake such other ac.thities as· the
. I ' ,---.... 19 Commission detenilines to be necess8.r\· to carn' out its du

j .

20 ties. .. 
21 (2) Sn1)IES ~y GAO.-Upon the request of the Com

21 mission, t~e Comptroller General shall conduct sll<,h studies 

.23 or inwsti~tions as the Commission determ.i.nes t.o be nee· 
I ' ." 

.24 essary to c~ out its dlities . 
I ' 

15 (3) C0ST ESTD1ATES BY" CO~GRES.'5IO~.\L Rl-OOET OFI ' 

26 FICE.- I 
21 (A) Upon the request of the CoDlIllission~ the Di
28 rec,to~. ff the'c,<>ngre,ssional Bu.d~t Of:fice shall PfO\-i,iFl 
29 to the p,mmission such. cost estimates as the COmmi:J 
30 sion' d~termines to ~ necessary to carry out itS duties. 

31 (~) The Commission shall reimbw-se theD1rE'CtOr 

of t.h(' Congn-ssional Budget Office for e~1X'n~s l'E'lat-
I ." 

JJ ing to the emploYment in the office of the Director of, 

34 such .additional staff as 'may be necessary for tht' Di,rec-, 
, , ~ . l ' 

35 tor to ~Qmpl~' mthrequests by cht' ConlIlus.~ion under 
I 

subp~ph (A). 
1 

I 
; 

, June 8, 1997 
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6 

7 

g 

9 

10 

11 

12 

I~ . 

14 

15 

16 

17 

18 

19 

10 

21 

22 ' 

23 

24, 

15 

26 

17 

28 

29 

30 

31 

~2 

33 

34 

. 35 

36 

37 

June 8.1997 

i
I 

:!70 
i . , 

({) D~:T~\lL OF FEDERAL E:'U'!.OYf.:I-:s.-t"pon the re-

not intE'm.lPt or (,th~f'\\;s€' Eiff('('t thE' (·hi! sE'n-ic"E' stat~s or 
, I 

pri\iIe'gj:'s o'f the Fedflral e~plo:,-·ee.
I ' , 


, (5) T~C1I:-'lC.\L .r\.-;$ISTA-"(:B,~l"POll the .request c:ifthe 


Commi<;sio?, the head ,of a Fp.d€'ral a~l1('y shall pro\ide 


sueh t.t'du11C'alassistanc.'e to the ,CoD.l.mission a.<; the Com-

I 

mission determ.inE:'s to be neeessa..n- to CatT\' out its duties. 
I . . ...'., 

(6) 1;~EOF )LULs.-The Comm.ission may use the 
, ~ ,., 
'lTnited S~t(>s mails ill 'the same :nl<Hmer and ,under the 


saDIe cond.i~ionS as Federal agen.cies and shall, fo~ purposes', 


'of the' frarik, be' considered a {'.Qnunlssion of Congress as 

described ih section 3215 of title· 39, United States Code, 


.. .1, ' , • 
. (i) 9BTAl~1!\'G I!\'POID1ATIo!':.-The Commission may 


~ d~tly from any 'Federal agency illformation nec


essary to ehable it to <.'.anyout its duties, if the information 

, I 

ma,·be discloSed ,under section 552 oftitl~5. United StatE's•. ,I·, . ' . 
,~ '. Code. Upop request of the Chairman of the Comruission, 


the head o;f su<.'h 8.e,ot"llCY shall furnish' . such ulforma.tlon to 


the Commission. 

I ' 

(8)APMl.1\'1STRATIVE SI:-ProRT SER,\lCES.'-Upon the 


""""'uest or! the Commission. the Adrninistrator of General
.~"1 I ' 

Sel"\;(',es~all provide to the, Comoussion all a reimbursable 


basis such Iadministrath"e support ser..-ie:es as the Comnus

sion may request: 

i , 

(9)Jtru~;-I~G.-For purpOses of costs .relating to 


printing arid binding; including .. the cost of per:sonnel de

tailed frocl the' Go~ernment Priilting 0 ffice I the C-ommi.SI ' , . 
sion shall., ,b~ d~mf?d to be a ('onrnut:t,{>e or th(> Congnass. 

. (g) REPO~T.-Not later than May i~:1'999, the Commis

sion'sh8ll subJut to Congress"~ .report con~ its fil1din~. 
a.nd: reconl.rne!,dations regarding ho\\" to. protl'<'t and pre¥l"\·E' 

the medic~ ;program "~a financially soh-er:.t· manner' until 
I' . 

2030 (?L if la:ter" t:.hrOughout the period, of proj~·tE:'d soh'eneY' 

i 
I 

i, 
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hf thE' F E'd~ral! Uld-_-\gt> ,wei SlIn;wlrs lnsurau<.'!:' Trust Fund L 
I 	 . . 

Tht' rt-fJllt"t ~jHrJ indudt' dt't(~ilt-d r('('"IlUlit'lHlat1"lls' fur apprll 

,, pl'i;ltE' It>¢~hl ri~'p iniriiH i'·'l~ n~~f'''{'rillg I!,'\\\'r" ;1('('!lmplish .rhi!' 
. " I .' .' .:..'., . 

.! (,I.~i E'("(h-f>. ' I • 

rh' Tl::lo'ax.-\.TI()~.-The l ....llUuissiun Sh,lU cerOli.nilte :30 
, 	 I . 

{> ·dR.:'-"S <lft~r {"it=' tl<lt~ .,f $uunlis~k'n of the l'f'ip<lrt rt:'quir('d in sub,.' 

7 J;E'<"tion (gL: , ., .. 

S , li) _~n'HdRI7_\T(QX OF _-\'pp1-hjrRl_.\Tl(}X~,-.There ar(> au-~'" 
J 	 ' 

Q thor-ized to' Uf:' iappropri.ltN'lS1.3;00.000 [(I ('iu'I:-- OUt this se(-·
. . 	 . .,~ 

10 rion. ·60' pereej1t of suc-h<lppropn<ltlon shaH bE' pa:1ible from 
; .' • " j 	 , 

II . the FE'deral H?spital Iil,surap<.'e Trust Fund, .and ,..J:O per<?ent ot' 

I'::: such appropl'i~tic)nshall btt payable fruDl.the FederiJl Supple-. 

I~ ment~-. ::\Iedi~al I.tisuraueE' Trust Fund under ririe )""'\l:II of• I 	 ' , " . -, 

I~ the ~ial Secunt'- Act (42 F.S.C. 1395i. l:395tl. . 
. J ." . . . . ' 

15 CHAPTER 4-PROVISIONS RELATING TO 

16 DIRECT 'GRADUATE MEDICAL EDUcATION 


. 'I . ..' . 
,; 'SEC. 10731. 	I1IMITATION ON PAYMENT BASED ON NUM

I " 	 " 

18 	 BER OF RESIDE~TS AND Ll\1PLEMENTATION 
I . 

19 	 . Of ROLLING AVERAGE FTE COUNT_ 
• . . j , • ' • . 	 • 

Section 18S6(hl(41 (42 l.~.S.C, 139;)'\\'w(h)( -1)) is 2.mended.20 	 , . -'.. ~ 	 ~ 

::::1 by addulg afte~· subpar~oraph (El the follo'\\ing: 
. !. " .' J 

"(F) LnnT_.\TlO~- 0:" ~l.:'H~ER OF .RESroE:"TI: FOR 

<.."'ERT.k~ FISc_-\L '\"£..\.RS.-Such rules shall pro,ide that
I' 	 .. 

. forpu:rposes 	of a t:ost reponulg period beginning on or
I···· 	 ,... 

after .october 1. 19.9.7. thE' tutal number of full-time
I' 	 . . 

26 	 equi"'~lent residents before application of ,\eighting fac·: 

tors (bdetE'nnined w1der thispa~araph) v;ith'respe-('t
• I . ,,'. . 

to a ~ospita.rs ~ppro\'ed medica] rE'~i(~e-nc:- training pro
~ grain I ala'- not· exceed the number of full-time equh-a-

I • " 

'30 lent ~sidentS With respe:c:t to the hospitars COSt repOf't~ 
ing ~riod ending on or" before D'l>ee-mber 31. 1996. The 

Secre,t.a.x:" Ola:" establish rules~ consistent mth the- poli-
I • , 	 . 

des in the prm-iqus sentence and paragraph (6), ~th 

respe-bt to the' applic-atioll of the- pre,;ous seIltellC!'e in 
th~ c~ase of' mediealreside'ncy training prograinsestab

lished on or after:Januar:y 1. 1997. 

http:ospita.rs
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AMIHDM!NT OFfIRI.D ay MA.'I!NQUaH OF PaiNIYL.VANIA 
TO THa .....l5TJT'UrB OP'FaRID.v MR. AAcHI!A AM) MR. THO,... 

, 	I 
I 

Purpoae: To requlret!1e ·~aby Boomer" CommlNlon to conSrder and report on 
aatablllhJng a permanent Independent Commit.lon an Meclleate. ' 

, . I
I 

' , 
' 

On page 2e6. Uno ,28. atrike -and-. 
i ' " 

On pag.288. Une ~2; mice the period and insert I comma and -aner. 
, 	 '. :' .'. 

On page 288, between! 1it1a·321l11d 33, iMett the following: 
. 	 . I , '. 

, i ' ' ,
'. eel l1Udy tt-.1ealibllity anC desirabllty of eltablilhlnQ

, 	 'I. ' , . 
(i)an Independent CommiuJon on Medicare to make 

nICO~atJons annuaJly on how btsl to matc:n the .~re 
I 	 ' 

of theMld,lcare program to available fuMIng for the program, ' 

(if) In expedited precess for conSideration of IUch 
.,,< .' , 1" 	 -:' .. 

recommeridltionl ,by COnQrelS, and 
I • " 	 , . 

(iil) adefault mechanJam to enforce Congressional' 
" ' ,. , 	 . . ' 

i'. . ' ' 
spending targltl for the program if Congreu fan, to approveI 	 ' ," , ' , . ' 
IUCh recommendatlonl. ," , ' 

! 

On page 270, Une 33, Insert a(1)- aftIIr -REPORT.-'v , " 

.. . . 	 . 

On page 271, between, lines 4 and 5,ln&ert the foIlowlng; , 
"I 	 " , " ,

I 	 " ',',,' , 

(2) "~ot later than 12 montna after the date of the eM,ament of thla Act, 'the 

Commillien shall report.to the CcngntU on the mattetl tpeclflld In IUD8ection 

(b)(1XC). Ifthe,CommiasjOl'lldetennlna·thIt ttls feasible ,and dMil'1lbl. to' 
. ~' , • ,!, .' '\. . 

utlblilh the proce.... d~bedin,lud,.seCtion, the ,.port underthil, 
I, 	 .. 

, 'para;~ph IhaJllnclude cpeqific recommendation. on,6Uct) change. in lINt (such 
, , " I ' 	 , 

.. ctlanges in the C~""'lOnaJ Budget Ad of 1914 and ,trw) Balanced Budget , 

and'Emergency Deficit Comicl Act of 1885) as are needed to implement Ita 
, 	 I, " :"", ". ' 

rGCCmmendatJon.. ' ' I 

. " 

I 
I' 

http:report.to
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. I 	 and E'ndi..ng· \\~th !>hall bt" t'quaJ toO 50 per<'t>nt.of .the 
I 

,"\ 	 monthJ:-' al·tlla1riaJ ra Mtemlim'<i undE'r ~ubpa..ragraph (.-\) in

('rea~' b\' th~ following prop< ion Qf thE' difff'n:>n('E' hEotw~n 
• 	 I '. 

such· premjumi 'and the monthJ PrE'IlllUOl othE;'r.nst' deteTmint'd 

$ under pa.ragra~h(3) (~thou regard t.o this paragraph): . 

6· "W F70r a moilth' 1998,117. 
., "(iD 	For a mon in 1999! 2ft . 

.8 '.' 
9 

10 ',,(\.) For a month in _ ?~h . . ' 
'. I 

11 ",(\i} for a illonth in 2003. 7.", 

12 (e) }Lu:\-T...u:\'~G ~-\PP£...u. RIG TS FOR HO}[E HE..~Tii 

13 .SER"cEs.-~ion (42 U.S.C. 

14 1395ff(b){2)(S» is aolend~ by ins rting "(or $100 in the case 

IS of home heaJth! ser.;ces)" ·after' ':$5 ", 
. I ' 

16 (f.) EFFE¢rn.:t: OATE,-The amen madeb:' this 
17 section apply t9

, 
ser'ices furnished on or October 1, 1997; 

18 	 . 'CHAPTER 3:-BABY BOOM GE ERATION 
I 	 . 

19 [MEDICARE COMMISSION 
10 SEC. 4721. BIPARTISAl~COMMISSION ON THE EFFECT 
~I OF .THE BABY BOOM GENERATION ON THE 

I . . 
22 MEDICARE PROGRAM:. 

~3 (a) EST_-\.I3LISID{E~T.-There is established a commission 

2~ toO Ix> knO\\ll a4
I 

the Bipartisan COOlmission o.n the Effect of ,the 

1S Bah,· Boom ~neratio.n o.n the Medicare Program (in this sec, . , 

26 tion refened to as the ·'Commission").
I 

27 .. (b) DrTrts. 

18 (1) L~ GE;""ER.-U..-,The CO!l1.m.ission shall 

29 (A) exa.tnine the financial impact on themed.icare 

30 ~~ of the significant ~crease in the number of 
31 . medic*e eligiblt.". indhi.duals v;ruch v;lll OCCW" beginning 

~2 appro~ately during 2010 and lasting for approxi. 
j 

33. mate!)' 25 )·ears., and , 
}.4 (l?) make' speeificrec.om.olendlltions to the Con

~S gresskspecting a comprehensh-e approach to preseI'"\'"e
I 	 .', ' " ' 

.~ the mJ<iicare program for the period during which such 
I ,........ 	 37 . indhiduals ~ eligible fo.r medicare.


, I 

Jurie 9, 1997 
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, ' I 
J 

i 
I ,. 

I >, (2},CO~SU?£R\TIO~:; IS :'>L\1\J~G 'RE{'OX."\{E~"I)A· 

TIOX:-:.,-dl makuig its r~m..nlellciations, the ,<':onullission 
. i 

shall ('()n~j~tr thE' (OUO\nIl~.' , I ,', . 
(.4.) ,The amount and soW\'es of FederaJ funds to,

I , 

"financ~ the' mecii('are program. including the Potentiaf 
I ' 

, . use of iinno\"ativt" fillan('ing methods. 6 

7 (~) ',Methods used 'by other nations to respOnd' to
.! " ' 

8 ; oompa.ra.ble ,demographic' patterns in el~bility for 

9 heaJth !c~ ~nefi~ for tlderi':' and' clisablE'd indhidu'a.Is. 
I 

10 (C) Modi!:i,.ng agt';.ba.sed eligibilit:~ to cOrTeSpon~ 
. ,I " , " , ' 

II tD changes ina.ge-ba.se-d eligibility under the O.A.SDI
I, , 


U , prograll1. 

, I . 

13 (1]) Trends in employment·relat.€'d heaJth ('are for 
" , " . .'. 

\4, retii-ee~. including the use ,of medica] sa\ugs accounts 

1,5 and swillar financmg de\lces: ' 
I ' , , 

16 ,,' '( E 1 The role oledicaJ"'l> shouJd pia,:" in, addressing , 

17 the nefds ot persons ~th chronicilln~ss. ' " , 
" . ; 

18 (c) ~1.E)IBERSHIP.-
I .• 

19 (1) A.PPOI:-;n!E!\"T:-The ' COOlmission 'shall be· oom- .
l .' . 


:ro posed 'of 15 "oting meolbers as foUotr'S: 

I ' '- '. ' I ' 

11 (...~) 'The Majority Leader of the. Senate shall' ap
,., point, after consultation \\itn the minority leader of the

I .. , ' 
Senate" 6 members, of whom not more, than -4 olay be 
, . I' . 
of the same political pa.rt~... , 

I • 

, , oi~) The Speaker of the House of Representati\'es 

,shall Jppoint, 'after consultation ..nth the mino~ity lead
27 er of' !the House of RepresentaJjyes, 6, members: of 

18 whom: not Dlore than 4 \may be of. the same political 
I 

19, 
; 

P~"I 
30 .(Q) The 3ex officio members of the Board of 

, 31 Trustees, of .. 
' 

the FederaJ Hospital Insurance, Trust. , . 

. Fwld 'and of the Federal Supplementary ~fe<:U('~ Insur
.' i . 

33 ,&nee .Trust Fund'w~o are Cabinet le-n'l officials.. 

34 (~n 'erum..\U..~ .A..''l> \"'IcE ,CH.-\IJO{A.'\.-As the first 
I 

35 item of b'usiness' at the Comn.llssion's first Dlerling (de-' ','

I , ' . , ' 
scribed in I par~ph (5)(B»,theCommlssion shall elect a36 I ' , 

37 Chainnan I and 'lee Chaitula,n from among its members .. 
I 


'. ! 

June 9.1997 I 
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F: 	 P5 HREC ~fCARE f~TRO CO~fSt:B.002 ' lI.t.e. 
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i 

The indh;duaJ~ 	ele-<'(ed as Chairman BJld < \1{'~ Chainnan, 
1 illa~' not :be pf th~sam(:" poJitiea] p8.lT,\i. 'and ~la~'n'otha"e 
~ bt-e~ (I(lJ,ointc><i to tht- Comm.is~ion b.\·the santE' apJXlinting

I , . 	 ' . 
, I ' 

oS authority. 
. ,", 

. (3) j\·).C.A..\:'(,fE::\'-_~\· \"8('8.11<"- m the menlbership of:~ 
I - '. • • 

6 . the 'Com.I~I1.is"c;ion ~aJl be fillt'd <in the niaiUler in which the 
, ' 	 ' 

7 origih8J appoin[nt(:,llt 'lit"as :made 'and shall nO[ affe<>t' the 
I. 	 . : 

8 , power of: the rt"ol8.ining members to e~e('ute the duties ot 
9 the Con~~ion. .,'. 

10 (-i) QeORDf.-,A quOMlIll ,shall {'onsist of 8 members 
'I ' . .' , " 

II of the 	C~IDmission, except that 4 members may conduct a 

[2 hearing ufider sub~tlon CO. 
13 (5) ~1EETI;\GS.-' 

, 14 	 M.> The C(ltu.D;l.ission shall meet at the caU of its 
,I 	 ' 

" . .15 , Challinan. ~r. a nlajority of its .members . 
16 	 (:S) The CODl.OUssion shall hold u.s first m~ting 

17 notlar.erthan February 1, 1998. < 

18 (6) CO){PE:\S.\TIO;\ A.''''D REI)ffiCRSE}{E:\T OF EX· ,; 	 ., 

19 PEXSEs.-t}Iembers of the Commission are, not, entided to 

<20 .f'e(>eive compensation for set"\"lC~ on the Conunission. Mem
" . !," " " , 

21 bers :'mav;be reimbursed for tra\'e!. subsistence. and other 

22 ,ne<>ess~'! ~~nsesitl~urred ,m ('a.n;i.ng out the duties of 

~3 the Cot:n.lriission.
, I 	 ' ,
I • 


24 (d) :.\bn~R'r PAS"EL.

15 (1) rk GE)'-ERA.t...-,The Chairman. in consultation ~th 
I' " " 

:!6 the 'iCe ~airman. D~~- establish a panel (in this section 

27 referred ~ as the ':'Ad'risory Panel") oonsistmg 'of' health 
• I· 	 • 

28 care experts, eonsumers, pri>,;ders, and others to advise 

N and assisi, the merD.bers of the Conl.Il1..ission in carrying out, 

30 the dutie~ descn'bedinsubSectiori (0). The P8.1le!· shall ha.Ye 

31 only those, powers that the Chainn8.1l, in consultation \Tith 

3: 'the Yitt> :Chairnwi. de~rmines ~' necessary and appro.' 

33 priate to assist the Commission in carrying out such duties. 

·lJ , (2) Co~E:\'SATIOs.~],!embers of the Ad\isory Panel. 	 '. . 

3:- ' are' not" e~tjtJed to n!'C'ei'!:e compensation for Se:r'\'ice on tilt' 

36 _~d'isory Panel. Subject to the appro'\"8l of the chairman of" , 	 . . 
, ' 	 ,

I
37 the Commission, memberS n.ui.ybe reimburse-d for tra'\"ei, 
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Subsisten<'E', and other 11 ('('('So..<;ar'\' expenses' lnru.n-t:"d in (,y
, I, ' " 
.,.ing out! the duti~ of tht> Ad'i~or:·P8.Jlel. 


(()) ST:\Jo;'~· ,-\.'\.11 ('()~~n.TAxT~.~ ','

i ' " ' , 

'( 1) ~T.-\.FF,-ThE.' C,omm.ission ma~~appointand d<.>ter· 

nlln<'> the fconlpen.<iation, of such staff as,' ma.y be nec(>ssar:;.· 

to <'a.rr:t' out th<.> duties of the Commission,. Such appoint-' 

Dlents anq compensation ma~'beniade ~thout reogard to
I ' , , ,', , 

'the pro\isions of title 5. Cruted States Code. that govern 

appoiJltm~nts in the COlllpetiti"e sel"\;('es. and the prO'i.'iioflS.
'1. . . . 

of chapte~ '51 and subch2.pt~r ill of chapter 53 of such title 

that relate to eiassifications and the ,GeneraJ Schedule pay' 
I 
Irates. i 
I 

(2) ~O~St'LT.-t.'\:'Ts.-The Con'lDussion D1a~' -pl"OCUl"'e' 
I , 

such temPorary and intermittent sen;c-es oJ consultants 
I' , 

under se<::tion 3109(b) of title 5. [nired Statl'S Code. as the 
i 

CODlIitissi6n determines' to be neressary tD. carry OUt the 

duties of t!he Comm.ission. .' ' 

i 

,(f) PO\\'"E,RS.

(1) fiE.A.RI~GS A.'\.lJ OTHER A('1'mTIEs,-For the PW'
'I ' 

pose of {'~ing out its duties;· the C'oOlm.ission, may' hold 
I ", • 

such hearings and undertake 'suchother acthities as the' 
; , : .. .' 

Commission determines to he lleeessar.. to ('arI'"\' out its du-
I . 

ties. ,,,!.
i 

, 
(2) S,Tl"-DIES BYGAO.-rp:;n the request of the Com

mission. cAe Comp~1Jer GeneraJ shall conduct such studies 
, I 

or iJl\"esti~tions- as the COD1.D1ission determines to be nee
er,.sar\' to 6irn- ~ut its duties. ., . -'"" 

(3) COST ESIDL\TES aT C():"GR£SSJO~.\L'Bl'DGET OF
. . I 

'FICE.- I 
(Ar Upon the request of the Cor:nmiSsion.the Di

:l"'e('tori pi the Congressional Budget Office shall pro,,-ide ' ' 
I . . ' 

to thel CODlmission su('h cost estimatE'S 8.$ the Commis

sion deteimines to be necessa;: '~ C8.IT'\ out its duties,
I ," 

(B) The Com.mission shaJJ reinlbiz.rse the Director , i - ' ' 
of the' Congn-ssional Bu<:fget Office for e~""J)enses relat

ing td the employment in the office of the DirectOr of 

sucb additional st.aff as may be ne<>essary (or the Diree-
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I . 
tor toicomply ,nth t1"quests by the Com1llj~..ioo u'no€'r 

r.. subparagraph (AI. , . 

(-J.) P":TAlI~ or ·t"F.OER.\1 . .F.:.\f1'IJWEEK-rpon tht' T{' .' I 	 . 
~ quest of the Commission. the head of an~' Federal ~n("y 

!Ii is authorJed co detail, v;;thout' rei1llb~oHmt, anl,' 0(. the . . I " 	 

6 pt'rsoIUlE'l lof such ~n(';'\' to the ConU11is.<;ion co assist th~ 

7 Commissi4n in c~ing out its duties. An~' suchd("tail shall 

8 not inte~pt or othe~ atreet the ci,il sen;ce status or 

9' pmiJeges of the Fedt'r8J ('mplo:·~.
I '. 
j " ". . .. 

10 (5) TEC'H~'CAL .\SS1S1'.\.'\'CE.-t pon tht' request of the 
I 	 ..,.. 

11 ,COnlllllSsi9n, the head oC,aFederaJ a.geO(·Y shall, pro\ide 

such tedullcal .assistance to the Com.cussion as the COOl' . I 	 ' 

13 mission d~terDlines to 	be ne-cessa.r.- to carr', oue its duties.; . .. .. 
14 (6) USE OF ~1.\.U.s.-'The Comin.ission Ola\' use the 

: ,1 • • '. .. 

15 Cnited S~tesmails in the saolE' OIa.nTler and under the 

16 saolE' conditions as Federal agencie-s and .sh~i.lL for purposes 

17 of the frafk, ~~nsidered a 'com.m.i.Ssion of Congress' as 

18 described in section 3215 of title 39. Tnited States Cooe.1 . . . . 
19 (7) ORTAI~1,S'G I~'"FOR.\tATIOx.-The ColllIl'l.ission may

I 	 ' 

20 5e('ure dirktly from any Federal agency information 'nee- . 
j 	 '. , 

.21 essa.r.· to ~nable it to ca.i:-i-t- OUt its duties. if the information .., '.
I 	 . _ ' 

may be diSelosro under se<'tion 552 of title 5. rnited States 

Code. rp~n requ~st of the Chairman of the Commission. 
I • . . 	 , 

the. hea.d9f such agency shall furnish such information to 

2S the Con~ion. ' 

26 (8) ..~.D~aXISTR..\Tf\E Sl-PPORT SERtlCEs:'-Cpon the 

27 request of 
I 

the CommisSion, the Administrator 
. 

of ~neral 

28 .Se~;cess~aJ1pro\;de to the Commission 00 a reinlbursable 

29 basis sucn administrati,'e support sen;ces as the COnurUs

30 sian ma;.·fe'quest. 

31 '(9) Pru~Tl~G.-For purposes of costs relating to , 	 . 

3~ printing in,d bind.ln;g. induding the eost of personnel de· 

33 tailed 'frob the Qo\'em:ment Printing, Office, the Commis· 

:w sion shalll be d~11led to be a(!oo,unittee of the Congress. . 

.	3$ (g) RENRT.-.~ot later than )fa~' L 1999, the Commls· 

36 ,sion shall su~nutto Congress a report ('ontaining its' findings 

37 and n:"('OOlDlehdations , regardingho'\;\to protM and preser\'e 

P.14 ' 
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230 
" . 

'1 the. nle<iicaA progra1:ub a fmaI1('iaJb- soh'ent mann(lr until . 
. I,' . ; 

... 20:30 '(or. if jlarer. thrOughuut thE' pel;lld of PI'(lj€'("tM so"'en(':' 
I ..'. . 

~ . of the Fedt>ral OId·.~O'I? and Sur.;yors .IllsuraJl('t' Trust Fund), 

J . The report ~halI inch,tcle de-.tailed recommt'ndstions for .appro· 


5 priate iegislati'l."(' initistiws respe('ting how to accomplish. this 


6 obje<'t i\'(>. i . 

(h) TE:R'.)'(l~ATIOx,-.The .Commission shall terminate 30 . . I . . 

8 . da\"S after the date of submission of the repqrt reqUired. in sub• '. '1' ' '. . . . 
9 section (g), 1 . ' 

10 (i) ArTHORI.Z..-\TIO~ OF _-\PPROPRL-\'110~s.-....There art' au-
I 

n, .. thqrized to ble appropriated S1,500.000 to ca,rr:' out. this sec· 

"2 ·'tion. 60 ~r+mt of such appropriation shall be' pa~"'able from 

13: the FederaJ ¥ospital Insurance Trust Fund. a.nd 40 percent of 


14 .sucliappropriation shall be pa..'Clble frOOl the Federal Supple·

• I. .,'. 


1$ menta.!"'- )[ed.i{'aJ Insurance Trust 'Fund under dtle ~\TII of 


16 ',., the ~'iaJ ~urjry At-t (.J:2. C.S.C..139Si. 1395tL 


17 CHAPtER 4.-:.PROVISIONS RELATING TO 

I . 

18 DIREC~ GRADUATE,MEDIC.-U EDUCATION 

19 SEC. 4131. LDilTATION ON PAYMENT BASED ON NUM. 


I . . .' . . 

10 ijER OF RESIDENTS AND IMPLEMENTATION 
!i OF ROLLISG AVERAGE FTE COUNT. 
.,., ~tion 188j;(n>.(4) (42 CS.G'. 1395~(h)(4)} is anlended 


23 b,r adding a~r. subparagraph (E) the follo..nntr. 

. 'I ." . '. . 

1J . '''(F) LDllT.\TIO:" m; :-''1.:.!BER OF RESlDE~TS FOR
I . . 

:!5 . C"ERT!.uX FIOC~\L YE.-\RS.-Such rules 'shall provide that 
. I .' . 

26 . . fo.r p}u"poses of a cost reporting period beogin.ning on or 
. I' .'.' 

27, a~r!October 1~ 19:~7. the total number of full·time 

~8 equi\'~ent residents be-fore appli~ation of ~t'jghting fac

29· tors' (as detenn.ined under thispai-agraph) vrith respect
I .. . 

30 to a hospital's apprQ\-ed medical residency training pro

~1 gran~ may not exceed thE" number of full·time equh.-a
1 • 

32 lent residents y,-ith respect to thehospitaJ's c.ost report

33 ing Jeriod enclingon or before December 3 i. 1996. . . r:).V 

I . . . 


J..t ~'~G}' COC~"~G I:"TER.\"S A..'\"D RESIDEXTS FOR IT 

. I. . 

3S' 1998 A..'\n st.·RSEQ["E~"" YEARS.-·· 
I . '. 

36 : H(i) FY 1998.-For the bospitaJ's first oost re

37 J.orting· period· beginning on' or after October 1. 
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II 

IO!)'l'I(CO:-.IGl{ESS . 
l:O;T 	Sr~SRr()~; 

I 
i 

S.341 
i 	 . 

To ('st<lblislt a bip<u·tisA.llcummissioll t.1 SI.IItI,'" ,uld pN\;d"" .1"t'(·ulUlJh..'ndat iuliS 
. 1111 I'l'srm'illg ~hl.! timUl(:iu/ jlltt·~l'it~~· tJf rh~' Ilwdic·lln· (1I'Uf!11l111 uncl,,'I' tillt' 

1\,,,\'lII of the Soc·j,,! ~cUl;ty Mt. , , 

I 

I 

I . 
IN'l'HE lSENA'l'E.' OF 'fHg UNITED srrATES 

: 
....~... I F~nRu.\.RYU3. 1997 

Mr. 	Ro'w (f(w 1:limsclf and. Ml', MOY;-.lIIlA~) iUlt'oduccd the f'oll()wiug bill; 
\\'hieh was I,<-,ae I t.wi(~(' and refelTp.d to t.he Committ.t~1;" OIl Finance 

! ' 

A BILL 

To 	estahlish Jbipartisan commission to st.udy and provide 

rccommellclat.ions on restorillg . the tinarlCral'integrity of 
• ~ • , J ... 	 ., , 

the medicc1rc p~·ognl.m ,-mder title XVIII of the' Social 

St~eurity Act. 

1 Be ·it euacted,b-y the Senate and IJow;(! of.Re:p1·e.senta.

2 'ti1.'CS of the llhiited States ofLll1Le'rica in Co'ngress assemble.a;. 
, ,I ' ' . 

3 SECTION'lJ SHORT TITLE. 
I 
I 

4,· , This .Actmav he (~ited as the "National B!p<i:rtisClni ., 
5 . Commission on the Future of Medi(~are Act of 1997", 

" 
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i 
" 

I 

I 

i 

I 2" 'I ",'

1 SEC. 2. :ESTABLISHMENT. 
! 

2 There'is (~~tabIished a (!ommission to be known as the 
!": .'" 

. 3 . Nationhr Biparti&'ln Commission on thc' J.<ltturo of 'Medi~ . 
" j- ., 

4. tare (r~fcrred to in thi:i A(~t as the "C~mmis~ioll··').
1 .' ~ 

I
5 SEC. 3. FINDINGS. . I 

6 . 'nie Congress finds that-' 
I ' \ 

7 i ,.( 1) the medicare' program 11 ndcr title' XVI~I of 
I 

I 


8 the Social' Seeurity Aet '(,42 U~S.C. 1395' et seq.)
i " I '. .

,9 provides esseritial· health car-e -coverage t.o this.,., Na,
. I . 

1'0 tion's senior (~itizens and to individuals with disabil- ' 
I ' 

, . I 
11 Itles; 

~ .
12 ; (2) the Federal Hospital Insurance Tn::.st Fund[ , '. 

13' es*blished under that Act has been spending more 

14 th}~n it reccives sin(!e 1995, and will be l~ankrupt in . 
I ' , 

15 the year 2001; 
. 1· . , • '.' ". 

16 i (:3) thc Federal Hospi~1.1 Insuranee Trust Fund 

17 fac~seven greater sQlvency prohlems in the long run 
t '. 

18 . witJl the af,rlllgof the baby boom generation and the. 

19 eoJtin~ing decline in the number of workers paying 
'" 

20 intd the medicare progTam for each medieare· bene~ .. 
I . 
I 

t:': • i21 J..1CU'try; .
I • 
I . 


22 I (4) the trustees of the trust funds of the medi

23 care program have'. report.cd . that gro\vth in spending 
. I· . . 

'24 within the. ~"ederal Supplementary· Medical Insuz:-· 
i 

25 anee .'rnlst F\Uld established under that Aet lS 

26 unsu:-:itainable,- and 
. I' . 

..5341 IS . , i 

t· 

http:report.cd


21212691218168 
. JUN-1;2-1997 1121:36 

I 

2 

3· 

4 

5 


6 


, 7 


8 
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I'
I " I 

(5) e1\.ix~litjous llction i~ Ilc(-(k."(l i~l order to ~
',' 'i 

store ~he finmidnl integrity of tlw mcdi<.~are pl'og-ranl. 
I '. 

'und t.o; inaiIitai~l this Nation's copunitnitmt to senior' 
I • 

I . " 

citizens and to in~lividuals with disabilitic.·s. 
I 

I . '.. 
SEC. 4. DUTIES OF THE COMMISSION.I .. 

rrhe C~.munission sh~l1- ' 
i 

( i) review, and analyze the long-term financial; . -.. 

. i ",' , 


, ,(:onditionof the medicare prognli11 under title XVIII 
< j " " ,.' " 

of the!.Social Security Aet (4~ U...8.C_ 1395 et seq.); 

(?)icientify prohlemsthat threaten the financial':' 
! " , ' 

integrity of the }1'edcral ,Hospital Insurance Tnlst, ,1 ' , , ' .. " , 
Fund iand dIe J'-'ederal SupplcmentA:"l.iy Medical In· 

,suran~e Trust F'ulld established under that tltle (42
I . 

. I , ' 

U.S.C. 1395i, 1:395t); 
I ' . , 

(~3) analyze JJotential' soluticHlS to the problems 

i~entified 'under par~CTraph (2) that will ensure both 
! _. " " . 

the fihan<!ial integrity of the medi!'!are program and 
I, '. ' 
I ," 

the Pfovision of appropriate benefit.<; under sueh liro~ 
I 

gram;I 
j " 
~4) 'make recommendations t6' restore the sol": 
.j 

,vencyiof the :£4'edernl Ho'spital Insurance Trust }111nd' 
I " 
! .: ' . 

• I . .' 

and the financial integrity 'of the Federal Supple
, j ' ' , 

mcnti:l.ry Medi~ Insurance Trust' }1"\lnd through the 
I ' 

I ' 


year i 2030, when the last of the baby boomers 
, ' , 

r '. '.
reacl~es clf,-"C 65; 

I ' 

". " 

I 

i 
. -s ,341 I.S i 
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I (;;) tll<l~(, r(,(~Ollmwuaations fOI~ (\!'\tahli~h ing: the 

2 a(~propl'iat:(' finaneiHl stl'll('tnrc of the nH?di(,;:lrc pro, ' 

! , 

3 glj<Ulf as a WIHl]('~
I " 

4 "I (f») 'llulke "('('OlllHlCudations, for establi:-;hing- thc..' 

5' ai?pl'oPl'icltt~ bahlll(,c, of 1;~Jl~fits e()'\'t~rl'<" nne) hene· 
,,) 

6 ti<..'iai'Y contributions to tht~ medicare probrram;'
I '.' 	 , 

7 ) ,(7) malw r('commmuiatiolls for' tlw time periods, 

8 d~lril1g' which the recommendations described" in 
j , 

9 p~tr~<TI'aphs(4), (5), Hnd (6) should he implemented;-... ~: 
I10 <Hid 

11 I ,(H) reView and anal)'7.e such other matt.ers asj 
I , 

12 ·ttie Coinmission deems appropriate. 
j' , 

13 SEC. 5,1 
I 
I, 
MEMBERSHIP. 

o i 	 , 

14 , (A) NUMBEr<. At'lD .ApPOIN'rMENT.-'The Commission 

15 shaU'Je composed of.l5 members, of whom-' ' 
! ' 

16 	 ! (1) three shall be appointed by the President; 
I17 i (2) six shall be appoint.ed by the Majority I..Iead

18 e~ of the Senate, in con~ultation with the Minority 
I ". 	 ' 19 Leader of the Senate,· of whom not more thaIl4
I 	 ' 

20 ~han be of the same political party; and 

21 (a)~ix shall be appointed by the Speaker of the 

22 House of Representatives, in consultation with the 
I 
I 

23 Minority JJeader of, the House of Representatives, of
I " " 

24 , rhom not more .than' 4 ~hall be of the same politjcal 
I 

25 "Iparty_ 
, i 
I 
, , 

.5 341 IS 
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I 
, ! i 

;) 

. I (h) (;O~IPTROJ~I.ER, GE~r;J{..AL.-Tlw ' (),)mptrollrj' 

2 	 Geucral of ~hC' U nittxl St~tc':)shall mh;se the CommissionI ' ' ' ' ' 	 , 
3 	 OIl the mcttlo<ioloO'V to be nst·(l in ir){'ntifVin!l pt'ohlems mill . I~: " ~, 

4 'ClIl<l.lyziug' pbtt.!'lti,'! .";ui,ltlom; in (It't..·.wdnw:(! with the dutiL's . , 

5 	 ()f theCo1l11uissiou (k~S(·riht."d in sectioll 4. 

6 . (c) TI<~Rlr~ Of' ",\'PPOJ>:T:'lJ.::--:T.-',The memb('rs shaH,
I ' •..• . '. 

. '" . 

7 serve on tHe ComInission' for til!.: life of, the C()mrnission~'
i ' 	 '. " ,
I 	 : .. : . 

8 (d) MEE'fINGS.-The Commission slmll ·,loC'ate it.s!'. . , . 
. i ' 

:..~ '9' headquarters. in the Distrlet of Columbla, and shall m{~t~t .
! ' . 
I ' .. 

10 at the (:a11 qf the Chairperson., 

11 (e) qt~ORt;lL-'-Ten members of the Commission shall 
. . I . ", 	 ". 

12 constitute aquOi'11m, bnt a lesser number 111<:lV hold h\"'ar. ' -. 
I13 mgs. i 
I ' 

14 (f) C~L\J&f'ER~ON.-The Speaker of thellonse, of 
i : .' . . ." . 

15 Representa:tivt~S~ in (~onsnltation \\rith the &Iajority Leader 

16 of the SellJtl~, Shall(leSignat~ 1 '(i tl~~ l~lt~mbcrs appointed 
• 	 I 


I 


11 under subJection, (a) as Ch..iirpers~m of. the Comrn issl 011,
.1,·, '. .' , 

l8 (g) V~CAJ."cn~s.-·-':A \1\N'lflCY Oll the Commission !Slulll 

19, be fill{~(l in the same manner in which tlw origi~al appoint· 

'20 IIlcnt Wl:'lS madt~ not later than :W davs after the Commi$~ . . I' 	 . ., . 

21 sian is givdnnotiee of the vi\(!anev. 	 ' .. 	 t , •. 

, 


22 '(h) {~OMP":NSA"IO~.-Membcrs' of the Commission 
!.. . 

23 sluln reeeiyc no additional paY,aUOWc1lle(!S, 01" benefits by, . , 

24 I'cason oftheirservieeon the Commission. 
i 

. ·1 

I 

I r"' 
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1 i(i) EXI~J~~~E~.-ga('hlllf.:Illb(~r of tllt! Commission 

2 sfu-tll! r(!<~l\iV(·. trcweJ l'X!WlISeS and P('l' diem in litm of Sllb

3 siste~we ill. aceor'dante v.it.h sectioll:-l 5 i02 and 57Q:j qf tit.l(\
I
i .'. 

4 5, Unitt~d States C()d(~.
I· . 
I 

5 SEC•. ~~ STAFF AND SUPPORT SERVICES. 

6 (a) Exr~('r:TI\'E J)UU~C'TnH..-

7 !. .(1) ,API'OIXT)IE:'-'T.-The Chairp{~rsoll shuJ) .ap

8 . ~(Jint an exeelli:ivc dircdof of thQ. Commission. 
I 

9 (2) . CO~lpgNSNrloN.-'1'heexemitiw.' directorI . 

I 
. 

. _ .... 'WIfi?': 10 ~h(\l1 be paid tlw J'ate of hasic pay for It~"el V of the 
i 
I 

11. Executive Sehednle. 


12 (b) S'I'AFI'\-".\Vith the ilppI'OVa.l of the Commission,

I 
I
I . 

13 the executive director may appoint sueh pel'sonnel zi.S the 
. 1 :' . 

14e::-;ceutive direetor considers appY'Opri<lte.
I . .. . 
I '. • . 

15 . (e) APrI..fCABILITY OF CIVHJ SERVICE lJAwS.-The 
I . 

16 staff of
! 

the Commission. shall be appointt~d without regard
I· . . 

. 17 to the i provisiOlis of title 5, United States Cq<ie; governing 
'j 

18 appOil~tlnellts in the c.ompditive sel'vice,' and :-;hall be paid '. 
. I 

19 witho~t rc~a("(l to tlm ()l:ovisioIlS ofehaptcr 51 and sub

20 dai.Pt~r III of dUif>tcl' 53 of sudl title (relating to c!la~si· 
I . 

21 flcatio~l and General SchedulH pay rates).
I . 

I . 
22 (eI) EXPER'fS, .A~lJ CON!:'GIJTA.;,\;TS.-With the ap

i . 

23 pi'ov;;U' of the Commission, Uw <.~xecutivc director may pro
. I . . 

24 (ml'C t~lltp()rar,y al1(lintcrmittent ::;{!lviecs under ·~ection 
. ! 

25 :,1 Og(I~) of titl(! 5, United States Code. 
L ..,' 
j 

• I 
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7, 
on 	

1 . (c') StAFF. OF FEDEf<At AGK\'CIES.-UpOll t.he f'C

,b· 	, 
2 	 quest of' th;c COIlunis~ion".tJU' hca~l of any Federal ilgency 

3 	 may (letaiJ any of the pCl'somwl of slwh, agcney to til(.',t 
4 	 Commissiotl to a~sist iti ('<llT.\1ng out the \luties of the 

I 
I 

( '1 •• I5 Jom1l11SSlOn. 

6 (f) OTHER H.EROURC~;R.-'ThcCt)inmission sliall have 
.; " 

7 	 I'casOIl<lbl~ lae-cess to materials; resourc(lS, sbitistica] data, 
I 
I 

8, 	a'nel other ~nformation, f~(~rn the rJibrary ot' Congress and 
I, 	 , . , , .• 

,--~' ~9, ageneiesarld 'Cte(:ted representatives of th~ exeeutive and 

10 legisla~i\'c' jbranches ('i the: Federal G~vcrnment., The'r. ' 
.. 

" I,' , ' 
~ 

11 Chairperso? of the COliUnisRion shaH make reque$b:: for 
, I ' , " 

,12 .sueh ilcc~ess! ill writing when necessary. 
, .f, .', 

13 (g) PI;-rrSICAL FACIfJITIEs.-The Allministrator of 

14 the General Servi<.~es, Administration"','sh(lU locate' suitable , 	 j 
I 

15 office spxc~ 
I 

for the opel'atit)Il'of the Cmnrnission. Thc 
' 

fa· 
J ' 	 ' 

16 	'eilitieg shal1 serve as the headquarters of the CommissionI ' . ".., " 
17 and shall iJelude ail necessary equipnlent and incidentals 

, I 	 ' 

18" required ['01 the proper'functicjhing of the CommIssion. 
" 	 . , 

19 SEC. 7. POWERS OF COMMISsioN. 
I' 

20 (a) H~~ARINOS.-,-,'Phi Commissioll may (!onduct pltb

21 lie hearings! or foruIlls at the discretiou' of the C~~nmlssion, . 
, ,,'I' 	 " . 

22 at any titl~f~, and, place thc' CommissiqIl is able to, secure ' 

23 facilities 'aJ<l\\itn(~~s~s, for thc purpose of, carl'Vl,,,':ng out
I ' . , 

, , I" 

24 the duties (If theComrnissloll . 
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1 ~b) GIl·'T~.-Th(~ COllllllissi()il may acc(~pt. use, and 

I 

2 djspo~(' of ~ifts 01' donations of ~('rviees or property. ,, 	 . 
I 

3 'it:) l\L-\Jl.K-The Conunis::.ion mm,- nse the Unite(l
I ' 	 .,

. I 	 . 

4 ShltC$ mails in ,the same manner and under the scunc(,Oll


5 , (litioris as otlH'r FetlN'nl ag('lwit~~. 

, 
i 	 , 

6 , SEC. ~. REPORT• 


7 .Not later 1.i1<1:1) 1 Vt!ar lifter t.hedatc of the enactment
I ' ." 	 , ; , ' 
8 of th~~ Act, the Commission shalL submit a report to the

I 	 ',. 

9 Pl'csi{lent amI Congrcss whidlshall contain a deta-Hco 
, 	 I" . . . 

10 	 ::;tate~lent ()f the reeommewlations, tlndillgs, and conelu-
I 

I 


11 	 siom; ;of the Commission. 
I 

!
,12 SEC. 9. TERMINATION. , 	 I 


I 


13 The Commission ~hall terminate on the date which 
I 

14 is :30 ich1Ys after the date the COIllniission submits its re

15 port. f.o the Presidcn,t 'and to Congress under St'Ction 8. 


16. 	SEC. io. FUNDING. 
i 
I ' 

17 . Thef(~ is <lllthOl'izecl to be appropriated til tlle C0-r:t1

18 missibll su(,~h sunis as are nccessary to caMj" out the pur
l , 	 ' 

'19 	 poses I of this Act.. Stuns appropriated under this· seetioni 	 " 
20 	 shall ,}t! paid equally from the Federal I-Io$pitc:1.1 Insurance 

I 

21 1'rus~ li'l.lnct and from the Federal Supplcmtmtary Medical 


22 InSUl~l:.Ul(!<'· Trust F'uud undel' tith~ Ar-vUlof the SQ(~ial Se

I 

23 	 c.llrit~· Ad (42 U.S.C. 1:39:>1, 1:j95t). 

o 
I 

I 

J 


J
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I 

In His State of the Union Add:ress, President Clinton Put Forward His Framework To Save 
Social Security Now, While Meeting America's Challenges for the 21st Century. The 

I 

President and Vice President's framework strengthens Social Security by: 
" I 

". " I . . 	 " 

• 	 Transferrmg 62 percent of the projected budget surpluses over the next 15 years -- more 
than $2.7 trillion -- to th~e Social Security system. 

I

• 	 Investing a portion of the transferred surpluses in the private sector to achieve higher 
returns for Social Secur~ty -- just as any state or local government, or private pension does 
-- after working with C~rigress to devise a mechanism to ensure that the investments are 
made independently and without political interference. We will support using a broad
based neutral approach rbanaged by the private sector with minimum administrative costs. 

! 
• 	 Keeping. Social Security! solvent until 2055. 

Calling for a bipartIsan effort to make the hard-headed but sensible and achievable • 	
I 

1 

choices needed to save Social Security until at least 2075. As part of this effort, President 
Clinton and Vice Presid~nt Gore believe that we must: 

/ 
I 

o 	 Reduce poverty ~mong elderly women -- particularly widows, who have a poverty 
rate nearly twice;the overall poverty rate for older Americans. 

I 

o 	 Eliminate the cortfusing and out-dated earnings test so that we stop discouraging 
work and earnings among older Americans." 

i 
After Social Security Reform Is Secured -- Consistent With the President's "Save Social 
Security First" Commitment ~- the President Proposes To: 

I 

• 
I 	 • 

Strengthen Medicare f~r the 21st Century. The President's framework will reserve 15 
percent of the projected surpluses for Medicare, ensuring the Medicare Trust Fund is secure 

I 

for 20 years. The President believes that these new resources should be used to help achieve 
broader, bipartisan reforrs -- which should include a prescription drug benefit. 

• 	 I 

Create New Universal Savings Accounts -- USA Accounts. The President's framework 
will-r~serve 11 percent dfthe projected surpluses to create new Universal Savings 
Accounts (US As) so all ~orking Americans can build wealth to meet their retirement 
needs. To help Americans save and to strengthen our current pension system, the 
government will provid~ an equal dollar contribution for most Americans. In addition, the 
government will match ~ portion of each additional dollar an individual puts voluntarily 
into his/her USA accourit -- with larger matches going to lower-income workers. 

Prepare America for the Challenges of the Future. The President's framework will • 	
I 

I 

reserve 11 percent ofth~projected surpluses for military readiness and pressing national 
domestic priorities, such as education and research. 

! 

I 

I 

I 
I 



In His State of the Union President Clinton Put Forward A Framework To 
Strengthen 'Social Security Now. Since its creation more than 60 years ago, Social Security 
has been a bedrock of retirement security for Americans. There are 76 million baby boomers 
looking ahead to retirement. By 2030, there will be twice as many elderly as there are today, 
putting pressure on the Social Security system. After 2032, if we do nothing, the Trust Fund will 
be exhausted and Social Security will have only enough resources to cover 72 cents per dollar of 

I 

promised benefits. President Clinton and Vice President Gore believe we must act now to tackle 
I . 

this tough, long-term challenge~ That is why they are proposing to: 

Use the Budget Surplus To SJve Social Security Now 
I . 
i 

• "Saving Social SecuritY First." Last year, in his State of the Union Address, President 
Clinton promised to sav~ the budget surplus until we knew how much would be needed to 
save Social Security for:the 21st century. This year, in his State of the Union Address, 
President Clinton reiter~ted his pledge to save Social Security first -- committing to 
reserve the budget surplhs until Social Se~urity reform is secured. 

I .i . 
• 62 Percent of the ProNcted BudgetSurpluses Will Be Used to Save Social Security. 

President Clinton proposes to transfer 62 percent of the projected budget surpluses over 
the next 15 years -- more than $2.7 trillion -:-- to Social Security. 

Invest A Portion ofthe Surp)~ses To Achieve Higher Returns for Social Security 

• 	 Invest Portion of Surpluses To Achieve Higher Returns, Working With Congress to 
I 	 . 

Devise A Mechanism to Ensure Independent and Non-Political Investments. We 
waitt to work with Members of Congress from both sides of the aisle to craft a bipartisan 
Social Security plan wh~ch invests a portion of the surplus transferred to Social Security 
to achieve higher return~, and includes a mechanism to ensure that investments are made 
independently and withq\lt political interference. We will support using a broad-based 
neutral approach managed by the private sector with minimum administrative costs. 

\ 

o 	 To achieve higher returns for Social Security, less than one-quarter of the 
transferred surpluses will be invested in the stock market. 

! 	 . 

Save Social Security Until 2055 -- And Work Together To Save It Until At Least 2075 
, 

I 
• 	 President's Framewor~ Keeps Social Security Solvent Through 2055. By transferring 

62 percent of the projec(ed surpluses for the next 15 years to Social Security and investing a 
portion of them in the m~arket -- just like any private or state or local government pension 
does -- we will ensure t1at Social Security is on sound footing for 55 years -- until 2055. 

I 
I 

I 

I 	 2 



• 	 Must Work Together LAcross Party Lines -- To Make Hard-Headed, But Sensible 
I 

and Achievable Choices To Save Social Security for 75 Years. President Clinton's 
goal is to save Social sJcurity for 75 y~ars. To do so, he believes we must work together 
in a bipartisan way to rriake the hard-headed, but sensible and achievable choices to save . 
Social Security throughl at least 2075. '. 

, 	 . 
I 

Publicly Held Debt Will Fallifo Lowest As Share of GDP Since 1917 , . 
I 

I 


• 	 Turning Around America's·Fiscal Position. Under Presidents Reagan and Bush, the 
debt held by the public ~uadrupled, rising from $785 billion in 1981 to $3.2 trillion in 
1993. As a share of the' economy, the publicly held debt increased from 26 percent in 
1981 to 50 percent in 1 ~93. Since President Clinton took office, the publicly held debt 
as a share of GDP has dropped to about 45 percent.

! 
I 

• 	 Debt-to~GDP Ratio ~ill Fall to Lowest Level Since 1917. Under the President's 
framework, current projections suggest that the publicly held debt, as a share of GDP, 
will fall from about 45 percent today to less than 10 percent in 2014 -- its lowest level 
since 1917. i 

I 
I 

Reduce Poverty Among Elde~ly Women -- Particularly Widows 
I 

• 	 Poverty Rates Among:Elderly Women -- Particularly Widows -- Remain High. The 
poverty rate for all eldetly women was 13.1 percent in 1997. For widowed women, poverty 
rates are especially hig~: the poverty r~te is 18.0 percent for widowed women -- nearly four 
times the poverty rate o'f married women (4.6 percent) and much higher than the poverty rate 

I 
of widowed men (11.4 percent). 

• 	 President's Framewo~k Would Lower Poverty Rates Among Elderly Women-
I 

Especially Widows. Currently, widow benefits vary from 50 to 67 percent of benefits 
I 

for a married couple when both members were alive. The official poverty thresholds 
imply that a widow nee:ds over 75 percent ofa couple's income to maintain her pre
widowhood consumpti6n. This is a key reason why widow poverty is so much higher 
than overall elderly poverty. The President is committed to reducing the loss of Social 
Security income at widbwhood. . 

I 
I 

Eliminate the Out-Dated and Confusing Earnings Test 
i, 

• 	 President Clinton Believes We Should Eliminate The Earnings Test. President 
I 

Clinton believes that tHe earnings test has outlived its use. Today, it primarily serves to 
confuse people, and to tliscourage them from working. We want to work with Members 
of Congress to eliminate the earnings test as part of a comprehensive package to 
strengthen Social Secufity for the 21st century. 

3 



: 
1 

• EarningsTest Should ~Be Eliminated Because It Is Out-Dated And Confusing -- And 
I 

It Discourages Work and Earnings Among the Elderly. The Social Security earnings 
test is a confusing relic ;of a past era. It discourages the elderly from working. It is 
administratively complicated; administering the earnings test imposes significant 
administrative burden ~n the Social Security Administration. Finally, eliminating the 
earnings limit would h~ve almost no effect on the long-rup actuarial balance of the Social 
Security system. 

After Social Security Reform: Is Secured -- Consistent With the President's "Save Social 
Security First" Commitment:-- The President Proposes To Meet The Following Three 
Challenges: i 

1 

STRENGTH~NING MEDICARE FOR THE 21st CENTURY 

I 

RESERVE 15 PERCENT OF THE PROJECTED SURPLUSES FOR MEDICARE, 
EXTENDING THE LIFE OF THE MEDICARETRUST FUND UNTIL 2020. 

I 
• 	 We Must Prepare for1the Health Care Challenges of the Next Century. In its 30-year 

history, Medicare has c:ontributed to longer lives and better lives for America's elderly 
and disabled. Howeve;, Medicare -- like Social Security -- will be impacted by the tidal 

1 

wave of the "Senior Boom." Its enrollment is expected to double by 2030. In addition, 
Medicare -- as well as the private sector -- faces escalating health care costs. As a result, 
the Medicare Trust FUrld is expected to run out in 2008, if no actions are taken. 

i 
1 

• 	 Reserving Nearly One in Six Dollars of Surplus to Help Keep Medicare Safe Until 
2020. The President's !framework would reserve 15 percent of the proj ected surpluses -
$650-$700 billion -- oJer the next 15 years for the Medicare Trust Fund. These funds 
would be prohibited from being used for any other purpose, ensuring that the money will 
go to help the health c~re needs of older and disabled Americans. Even in the absence of 
broader reforms, the P~esident's framework would guarantee that Medicare can continue 
to provide its critical health services until 2020 -- doubling the life of the Medicare Trust 

I 

Fund and providing the strongest outlook in the last 25 years. 
i 
I 

• 	 New Funds Should Be Used To Help Achieve Broader, BipartisanReform. The 
President believes that !the Medicare Commission and Congress should utilize these new 
dedicated dollars as part of broader, bipartisan reforms. Such reforms, including the 
development of a longtoverdue prescription drug benefit, are essential to provide efficient 
health care to the elderly and people with disabilities in the 21 st century. 

. I 	 . 
I 

I 

4 



I 
UNIVJi:RSAL SAVINGS ACCOUNTS (USAs). 

I . 

RESERVE 11 PERCENT O~ THE PROJECTED SURPLUSES TO CREATE NEW 
UNIVERSAL SAVINGS ACfOUNTS (US As) SO EVERY WORKING AMERICAN CAN· 
BUILD WEALTH AND A NEST EGG TO MEET THEIR RETIREMENT NEEDS. 

i 	 , 
• 	 USA Accounts Will Help Americans Build Wealth for Their Retirement-

I 

Strengthening Personal Savings and Pensions. To help supplement Social Security, 
the President proposes to create USA accounts to help strengthen two legs of retirement 
security: personal savings and pensions. Under the President's framework, we will 
reserve II percent of th~ projected surpluses over the next 15 years -- averaging about 
$33 billion per year -- t9 create Universal Savings Accounts (USAs), so that every 
working American can build wealth and a nest egg for retirement. 

i 
I 

I 


• 	 We Want to Work With Congress And Experts To Determine Precisely How USA 
Accounts Will Be Struftured So That They Are Progressive And Help Working 
Americans Save for Retirement. President Clinton believes the government should 
provide most American~ with a flat contribution. In addition, the government will match 
a portion of each dollar ~ individual puts into the account -- with larger percentage 
matches going to lower-income workers. However, we want to work with Members of 
Congress and pension ~d personal savings experts, to ensure that USA accounts build on 
the current private-sectdr pension system, are progressive, and help working Americans 

I 

save for their futures.' Therefore, the exact size of the contributions, match rates, and 
income limits will be determined later. . . 

I 

iMILITARY READINESS AND 
I . 

OTHER CRITICAL INVESTMENTS IN AMERICA'S FUTURE 

RESERVE 11 PERCENT OF: THE PROJECTED SURPLUSES FOR MILITARY 
READINESS AND PRESSINF NATIONAL DOMESTIC PRIORITIES, SUCH AS 
EDUCATION AND RESEARCH.' ' . 

I 

• 	 Ensuring That America's Military Continues to be Ready for the Challenges of the. 
I 

21st Century . .Early in January, President Clinton proposed a bold, new strategy to 
ensure that America's military continues to be fully prepared to protect our national 
interests as the world's most powerful fighting force. President Clinton believes this 
approach will provide tHe resources to meet his proposed detailed blueprint for military 
readiness. ' 

• 	 Ensuring We Meet Other Critical Investments In America's Future. In addition to 
military readiness, the sJtting aside of 11 percent of the projected surpluses -- nearly $500 
billion -- will allow Am~rica to meet its other critical investment needs, such as education 
and research. 
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